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\/MR/dpw --- On resuming at 2.10 p.m. 


MR, FULLERTON: In the absence of Mr. 
Rowntree, the Chairman, I have been asked to depu- 
tise on his behalf. We have with us today Mr. W.A. 
Wilkinson of Windsor, President of the Ontario 
Retail Pharmacists! Association and President of 
Prescription Services Incorporated. Mr. Rice? 

MR. RICE: Yes, Mr. Fullerton. 
Perhaps before we start I can report to the Committee 
and to Mr, Wren in particular with regard to the 
conviction that was noted in the papers last week 
against three doctors. I checked on this and the 
three doctors were convicted under Section 37 of 


the Pharmacy Act which provides that "No person or 





corporation shall keep open or operate a pharmacy 


unless it is under the personal supervision of and 


is managed by a pharmaceutical chemist”. 
The situation there, the doctors had 
a dispensary in a building occupied by them but 
dissociated from their doctors! offices and they 
employed there certain persons who were not licensed 
or qualified under the Act to dispense drugs and 
these people were in fact filling and dispensing 
drugs and that was why a conviction was registered. 
The doctors themselves were not filling or dispensing 
drugs. 


Mr. Chairman, we have Mr, Wilkinson. 
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Will you come forward please? You will recall Mr. 
Chairman that Mr. Wilkinson delivered to us two 
briefs previously, one in connection with his own 
personal business and another one on behalf of the 
Association of Retail Pharmacists, This afternoon 
I understand Mr. Wilkinson has another brief. in 
connection with the Green Shield Prescription Plan 
that is operated by the Prescription Services Incor- 
porated, I submit that perhaps we should have Mr. 
Wilkinson deliver that brief before we ask him any 
questions in connection with the others and question 
him on all three at the same time. 

THE CHAIRMAN: Very good. Mr. Wilkin- 
son you may proceed, 


MR, WILKINSON: Thank you Mr. Chairman, 


SUBMISSION BY WILLIAM A, WILKINSON 
“President of the Ontario Retail — 


Pharmacists' Association; 
President of Prescription Services Inc, 








The provision of comprehensive medical 
care is one of the most pressingly important and 
complex problems of our generation. It is a problem 
about Sana great deal has been spoken and a great 
deal more has been written, It is a subject upon 
which great political parties disagree, a subject 
upon which Medical, Pharmaceutical and other profes- 
Sions are split. 


The provision of comprehensive medical 
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care has been and is currently the subject of govern- 
mental enquiries at both the provincial and federal 
levels. It is a subject interpreted and editorialized 
by newspapermen, and radio and television commentators 
and the weight of publicity so derived has influenced 
anybody who has ever priced 4 prescription. to become 
an expert on the ills and ailments of our system of 
payment for this necessity of modern living. 

T use the expression "system of pay- 
ment" delibérately because it seems to me that if 
there is any part of this subject upon which there 
is general agreement, it is that excellent medical 
eare, medicine, hospital, dental and nursing care is 
available, 

There is general agreement also, 
although to a lesser degree, that pharmacists, 
dentists and hospital personnel are, on the whole, 
hard-working, conscientious and dedicated people, 
who, with few exceptions, earn but a modest living. 
There is almost universal agreement however, that 
medical care costs too much, 

This phenomena, this unwillingness 
on“ our"part to pay for medical care can be 
explained, but only partially, by the fact that; 

1. Our illness’ was contracted 
without our consent, 

2. We are uncertain of its nature 


and frightened of its consequences, 
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3. We are apprehensive of the pres- 
cribed treatment, 

4, We are terrified of hospitals and 
financially unable to afford time from our jobs, 

These are surface reasons, but I sus- 
pect that the real hue and cry about the cost of 
medical care stems from the fact that the treatment, 
however simple or complicated, is usually an unpopu- 
lar purchase, It is unwanted, unexpected, not 
provided for in the budget and we do not have or 
seem to have an adequate system of payment, 

I have so far spoken of medical care 
as it embraces the whole field of health. I would 
like now to be more specific and address my remarks 
to medicine, by that I mean the prescribed pharma- 
ceuticalis which today are the bulwark, the backbone 
or if you wish the cornerstone of modern medical 
care, 

Without pharmaceuticals our hospitals, 
Clinics and surgeries would return to their status 
of the middle ages, and modern heroic surgical tech- 
niques which have become so routine could not be 
performed. 

Modern Chemo-therapy in the field of 
immunization, antibiotics, hormones, and steroids 
along with the control of high blood pressure, 
diabetes and mental disturbances to name but a few 


depend almost entirely after diagnosis on long and 
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continued use of prescribed pharmaceuticals to 
achieve the desired relief and results, 

In 1960 for the first time in our 
history the nation's pharmaceutical account, accor- 
ding to the Health Insurance Institute, approximated 
the physicians account. In specific terms, pharma- 
ceuticals accounted for 26-cents of the health 
dollar as compared to 27-cents for the physician 
and 30-cents for hospital care, 

A break-through in cancer control, 
arthritic relief, or cholestral blood level control, 
will no doubt push this figure much higher. 

It is said by politicians and editors 
and others that our wonderful life saving, life- 
prolonging and pain relieving drugs cost too much 
and are therefore denied to large segments of the 
population, particularly the very old and the very 
young. 

This is true, and it is equally true 
that the well-to-do are able to afford them while 
the very poor often get them from the welfare. 
However, there is also the great mass of our low 
and middle income wage earners to whom any kind of 
illness is a catastrophe and who have no one to 
turn to for help. 

There are those who say the solution 
to the whole problem is to drive down the price of 


pharmaceuticals, I submit that all of the 
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investigations presently in progress will conclude 
on one note of agreement -- "no substantial drop in 


the price of pharmaceuticals can be affected". 





Indeed it is more than likely that the cost of medi- 
cation will continue to climb and at about the same 
rate as our cost of living index. 

As a member of a joint committee of 
Physicians and Pharmacists, set up by the Ontario 
Medical, Association and the Ontario Retail Pharma- 
cists! Association, we have, for the last six months, 
been trying to find a formula for reducing the cost 
of medicine to the medically indigent people of 
Ontario. We estimate this group to number about 
200,000 people who are either receiving some pri- 
vate or government assistance with their medicine 
now, or who would need assistance if illness were to 
strike, With all of our facilities for quantity 
purchasing, our ability to insist on generic term 
prescribing and dispensing and the exertion of pres- 
sure on our professions and industry for preferen- 
tial discounts, we have almost abandoned any hope 
of effecting a greater than 20% reduction. This 
reduction, it is felt, would not in any way alle- 
viate the condition for it would not substantially 
increase the ability of the medically indigent to 
acquire the medicine. In other words, an outlay 
of $8.00 for medication is just about as far out 


of the question for these people as an outlay of 
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$10.00. 

This brings us back to the "System of 
Payment", “Héapitat Services and Physician Services 
has been experimenting with an alternative plan for 
financing since the middle 1930's, They call it 


prepayment and because some elements of insurance 








are involved in prepayment we have come to refer to 
all prepayment budget systems under the misnomer of 
"Tnsurance", 

That prepayment is a popular way of 
budgeting is evidenced by the fact that by the end 
of 1959 in the U.S.A,, (and we can assume the pro- 
portions will follow closely for Canada): 


128-million persons had some 
hospital coverage 


117-million persons had some 
surgical coverage 


82-million persons had some 
medical coverage 


22-million persons had some 
major medical coverage 


43-~million persons had some 
loss of income coverage 


All through prepayment. 

It will be noted, that these figures 
do not add to the total population figure of 170 
million, this is because many of these people had 
more than one type of coverage, 

It is into this field of prepayment 


that we have moved with a plan to prepay the cost 
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of prescribed pharmaceuticals. 

Now there are some curious facts 
which we have discovered about prepayment: 

1. When it is administered by private 
enterprise it is called a fring benefit. 

2. When it is administered by the 
Government it is called socialism. 

3, Wherever it is available everyone 
seems to want the coverage but would like someone 
else to pay the monthly fees. 

| Briefly then, let me outline the 
method we use to effect the prepayment of prescribed 
pharmaceuticals, 

We call the plan "The Green Shield 
Prescription Plan". It is offered by Prescription 
Services Inc. and is unique on this continent as the 
only prepayment plan for prescribed pharmaceuticals, 
professionally owned and financed, operating on a 
non-profit basis in existence today. 

Prescription Services Inc., holds a 
non-profit charter in Ontario and a Dominion trade 
mark on "The Green Shield Prescription Plan". 

Member pharmacies, now numbering over 400 located 
in over 130 municipalities in Ontario, elect a 
board of directors of five pharmacists who admini- 
ster the plan, They are advised in their conduct 
of its affairs by an advisory committee of five 
laymen who may not be members of the profession of 


pharmacy. 
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Enrolment in Green Shield is by group 
only. The plan will accept groups of from five to ten 
members provided all are enrolled. Our requirement 

is 75% participation in groups of 11 or more. 

Eligible subscribers, along with their 
wives and children, who have become members are 
entitled to receive their prescriptions from member 
pharmacies at a cost of 35-cents for each prescription. 
There are, of course, certain limitations with 
respect to quantities and types of medicine not 
covered by the plan." °These are clearly set forth 
in -the° service contractiagreed to by subscribers upon 
enrolment. 

The monthly fee for this service is 
$1.90 for an adult and 65-cents for each child up 
to and including the third child under 19 years of 
age. Thus a single fee would be $1.90, 3 married 
couple $3.80 and a maximum for any family regard- 
less of the number of children would be $5.75 a 
month. In other words the cost of minimum coverage 
is six-cents a day. The maximum is 19-cents a 
day, or about the same as a good cigar or half a 
package of cigarettes. 

The average for all families is 
about $4.00 per month oor 13-cents a day. By 
comparison, the cost of parking on a Toronto lot 


varies between 85-cents and $1.25 a day. These 


rates have been established as the result of the 






a . oh Lah ay 
.% “quotg yd eat blotde meerp rf dremform® Sod payeony to 





- ¥ino 






| aed ot SVET mort to equotay tqseoos Litwiasiq sniT 





inometiupst yO .bellorms ors [fs bebiverq arsdasm | 






. stom to ff ‘to squorg ait ee Rey et 



























todd déiw gnols ,ersdfrosdwe sidigt [a #\. *eitogwtae 

srs aysdmen smoosd sven odw ,merbifdo bas asviw 

1sdmem mort anotiqtroaerg tists evisoot oF boelIidas 

pamottiqiroastq i589 10T adnos-@— ‘To teoo 8 os aotosmr sag 

"i saben anotisiin tl misdres  sarvos To \yets oTedT , i 

Jon enfoibam to geqyt bas esiiisdnsyp of tsoqesr | 

dérot tee yireslo o18 sa#edT .aeiq edt yd betesvoo | 

mnogu arsditoadue yd od beorgs tosr tno solivisa ent mt | 

. trem Lore | 

al sofvreq aldd tot set yidtaom saT | 

qu bine dose tot etaso-2d bas tinh’ as tot oe 1d 

To aresy Cl t3fnu Hilde bridd odd galtbefont bas od 

betrctem s§ .0Oo.f¢ ed bivow 982 signie ‘se eondt 938 

-bteget ylims? yos vot mumixem 8 bas 08.6% efquos 

6 €y.ce sd biyow as tbitdo ‘to rsdawe oid to aesl 

egsisvoo muminin Yo taoo oft ebrow vecito al .ditnom 

8 edmoo-OCl at ammtxem SsriT . ysb 6 ednso~xle ef 

8 ifsd to Tegto beog 6 as emse edd duods ro veats 

,asttetegto to sgevosq 

i a el eatiinel [fe tol egerove satin WEI weve me 

ya .ys8b 6 etnss-FL ro Adcom toga. 8G sods 

tol odmortoT 5 no gntadreq to taos odd: .toatteqmoo 

 gesdT .¥sb 8 @S.1¢ base atnse-28 rotten 
thy cai 


edd to divest nh es on 


Ki a na 





Wilkinson | 2544 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 





actuarial study of our first two years of experience, 
as compiled by the Public Health Economics Department 
of the School of Public’ Health, University of Michigan 
and are considered to’ be quite in keeping with 

Similar services in other countries. Perhaps I should 


point out here that a prescription is a combination 








of a service and a product and unless proper safe- 
guards and controls are effected may be subject to 
many abuses and wasteful overuse. 

In this connection William M. Mercer 
Ltd., points out in their most recent bulletin, in a 
paragraph about New Zealand; 

"The Pharmaceutical service is now 
the most expensive benefit of all, costing the 
Government more tnan the hospitalization section of the 
plan. The development of expensive new"Miracle drugs" 
has accentuated the trend and the New Zealand authorities 
pebpiéve .the.costs wilkego higher unless severe 
reforms in the plan are introduced. 

Our experience indicates we have 
effective controls on over-use and abuse for 
example -- the purpose of the 35-cent fee for each 
prescription is to discourage pressure being exerted 
to obtain prescription for household items which 
could normally be purchased for 35-cents or less. 
The quantity limitation is to restrict any one 
prescription to not more than 30-day continuous 


treatment. This'‘is quite in order since the sub- 


Scriber pays his fee monthly in advance. While it 
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is necessary to exempt vitamins, injectables and 
appliances, these restrictions have not been found 
to hamper or interfere with the traditional 
physician -- patient relationship. On the contrary, 
it has been found to improve it by making the best 
medicine available in useful quantities at the 
proper time. 

Prepayment as a mechanism for budget- 
ing against prescription costs and as a device for 
Spreading the cost in a voluntary way over a popu- 
lation has been approved by the Canadian Pharmaceutica 
Association. 

The Green Shield Plan has the endorse- 
ment of the Ontario Retail Pharmacists' Association 
and. some 50 per cent of ,its: members. are..enrolled 
in the plan. At the recent annual convention of 
vheeO Rs Peels; vtheesuccess of,-the plan's three year 
pilot study was noted and it was resolved that the 
association should use every means at its disposal 
to encourage the enrolment of all association mem- 
bers into the plan and that the association should 
promote and encourage the enrolment of industrial 
and other groups throughout the community as 
participants in the plan to bring the benefits of 
pre-paid prescription service to as many people 
as possible. 


The, plan has also received the 


endorsement of the Essex County Pharmacists' 
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Association and the Fssex County Medical Society, 
one of whose members has been nominated to our 
advisory committee. 

Organized labor in this area has 
studied thoroughly the Lathe of the plan and 
their regional director has written as follows: 
"we believe the plan to be actuarily sound and the 


structure stable. we recommend this prepaid 





prescription plan to the membership of all local 





unions for their earnest consideration." 

Profit making imitations of our plan 
have been set up in Santa Clara County, California 
and ir Houston, Texas. A side by side comparison 
of the three plans, in a thesis form, won for a 
post-graduate of Wayne University his master's 
Ceerce this spring. 

The month by month actuarial and 
statistical data of our plan are under a con- 
tinuing study by the School of Public Health 
Economics, University of Michigan, under Dr. Nathan 
Sinai and Dr. Benjamin Darsky. A tabulation of 
our 1960 data by Dr. Walker of the University of 
Toronto will shed some much needed light on the 
usefulness of generic prescribing and Dr. Scots 
Allen of the University of Michigan is investigating 
the frequency patterns and recurrence of drugs by 


their therapeutic values. As of now, for all of 


these studies, our plan is the only source of 
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reliable statistical data available for the study 
of the utilization of pharmaceuticals by age and 
sex groups. 

fhe @reen, Shield Plan is another in 
a long line of Windsor firsts, We are proud to 
have had a hand in its conception and development. 
We are all proud I am sure of the part that Windsor 
people, played in developing Windsor Medical Service, 
and we boast a little when we have an opportunity 
to point to the achievements of Windsor Medical 
Services as the finest voluntary medical plan any- 
where, Ten years. of being told it couldn't be 
don€, followed by another fifteen years of struggling 
for recognition, has now been forgotten, as 
recognition and honor has piled upon honor. 

In our three years we have found a 
remarkable parallel. in our peoples attitude. It 
seems to me, that for those of us who believe in the 
dynamics of cemocracy., in the efficiency of free 
enterprise even when it is not so free or not so 
enterprising -- TIME IS RUNNING OUT. 

Our society has become so complicated 
and our health services so expensive that our people 
have begun to look upon them as a matter of right 
and not a privilege. Our members of government 
are not insensitive to this new restiveness and 
are probing our ability to effectively supply the 


kind of health services now being demanded. 






eaten 






youtea odd rot eldslisve sidsb [sotdetdede eldetfor 




























bas 9g6 yd alsofiusosmrsdq to sottssif{tiy edt to 
Huan BeOLs PH 
tees TY 
ai teddoms ef osig bileida 1951p OAT 
od byotg sis SW .adarti roabmtw to enti gnol s 


~Inamgoloveb bas moftiqeonoo ati nt bnsd 6 bed oven 


roabniw tgadd drsq sdt to siua m8 I buorq Ils Sts oW 





eotvre® IsotbsM rosbnmitw satqoloveb nt beysiq siqosg 
yiinustogqgo as sved sw nodw ofddil 8 desod ow bas H 

[solbem roebalW to adnomevetdos edd ot tntog of 

~yas aslq Lsolbem yrstnylov tasnmit edd as esotvree 

ed d'abluoo di blot gnted to ersey noT  .919rlw 
gaiigagutde to arsey needs tlt rsddons yd bewol Lot «Seb | 

es ,astdogiot assed won asd MOLI iagoosy TX 

-tomod soqu beliq esd ronod bine: Whseonigpaier 
& bavot Svsd ow exsey serdd two at 
vI .ebudidds 'asigqosq re ae dations 9d BNr ens, 
eid ait sveiled odw ay to se0dd tot tsdd om oF amooe 
ae | 2991 y. Io yorsrloltts ead at -icueieihien To eotmsnyb 
og Jom 10 sett o@ don at dt asdw seve selrqrodns 
» LUO DMIMMUA OL SMIT -~ gntetrqredas 

i bedsotiqmos oe smooed ead piighiie UO 


mm a OY. uo 
| 9siqosq xu0 tend evienegxs oa asotvise ddised iwo bas 







TAgLT to reddsm 6 as merit npg xool ot anor evéen 
ose 3 id Tee 


JASMMTSVOR to avedmom 10 oe wiritae*. S oom, Mae’ 


ial 


bas gaanov tsa wea at? che ovidtensent oe 
b a& oo i yorerery 


edt ylaqque vlavEdosnie ¢ od jhotds- 
, woe yg sedis 








ihe az 


. bebasmsb anted won asotvrse 
eae a eGig Lea, ein 
_ 


oe ix 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Wilkinson 2548 





It is my belief that if the professions 
of medicine and pharmacy are unable or unwilling 
to produce professionally operated plans, (and this 


can only be done on a voluntary basis with the 





voluntary assistance of management and labor, upon 


whom we must depend to develop the collection and 








payment procedures) then by default we will leave 
the task to be performed by less friendly people 
who will no doubt force compulsory collections and 
participation as well as dictate the quantity of 
medical health care this nation is $8 TeECel ve, 

In cRreee. OE Bite. of this brief it 
has been my main objective to deal with the philo- 
Sophy underlying the principle of prepayment as it 
may be desirable, feasible and applicable to pre- 
Scribed pharmaceuticals, as well as 4. lay the 
foundation for oe interrogation regarding the 
actual administrative considerations inherent in 
operating the Green Shield Plan. 

The pamphlet entitled Service Agree- 
ment sets forth the plan in complete detail in 
contract form while the General Information 
Booklet gives in abbreviated form and in layman's 
language the main points and conditions of the 
service. 1 will be glaad to explain it detail, toe 
the best of my ability, the conditions of sale, 
pharmacy participation, rate structure, utilization, 


exemptions, abuses, and any other relevant material 
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the committee wishes to discuss. 

THE CHAIRMAN: Thank you, Mr. Wilkinson 
for your) presentation of this brief on behalf of 
your Association. I will now ask any members to 
presentretheirrquestions to you: 

MRL IRICE: oMr. Wilkinson, perhaps you 


could inform us as to how many people in Ontario 








actually are participating in this plan. f[ know 


they join by groups. How many individuals would 





pecenjoyingerchia plan? 

MR. WILKINSON: Mr. Rice, we started 
the plan with one group of nine people and it grew 
in the first year to somewhere in the neighbourhood 
of 600 people. Since the second year it has held 
around 1,000 or 1,300 people, and it has been held 
deliberately at this number until we completed a 
three-year, test, As ‘a-pilot plan. 

MR. RICE: You have not attempted to 
grow the plan sincerthat time? 

MR. WILKINSON: No, there has been 
no attempt made to grow the plan physically until 
Gareemyears of operation baa elapsed, and these 
complete actuarial studies would be evaluated. 

MR. RICE: When will the three-year 
pllot plan ‘be .up? 

MR. WILKINSON: It is now up. 

MR. RICE: Are there plans now 


Go. .extend this plan? 
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MR, WILKINSON: Yessir, we are ready 


| vO gO now, , In fact we are coing into.full blast. 
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In early spring, of this. year we put 
on a drive to enroll pharmacies outside of the 
Windsor area, to this extent we have some 400 
pharmacies in Ontario, other than the Windsor area, 
completely enrolled now, with another 220 odd in 
the process, which will bring our number to about 
fairly clogeeto:; 700, pharmacies..of the~2, 000,.',These 
pharmacies have been provided with complete kits 
and information as to how to charge our corpora- 
tion for.a prescription: filled by one,of our 
Subscribers, and this means that at the moment 

we have one or more pharmacies in 135 towns, 

cities and villages in Ontario now. 

MR., RICE: So that people in Ontario 
can get themselves into this plan by making 
arrangements with their pharmacy? 

MR. WILKINSON: Yes sir. 

MR. RICE: What is the attitude of 
the Association towards your plan? 

MR, WILKINSON: The 0O.R.P.A.? 

MR, RICE: Yes, the Ontario Retail 
Pharmacists? 

MRE WILKINSON: Yes, the O.R.P.A., 
very early in the game saw the advantage of having 
a plan of this nature available, and working, and 
from general funds the 0.R,P.A. contributed 


$2,000.00 to our underwriting fund, to get us 


going. 
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MR. RICE: I notice it is a non-profit 
making organization. Can you explain how you maintain 
the level of no profits? Do you reduce the price of 
prescriptions and fees, or how is it done? 

MR. WILKINSON: A non-profit organiza- 
tion is a term, as you may quite well know, that 
applies to the type of charter that you have. It 
does not mean that you must not operate, that you 
must operate at a joss. A non-profit charter permits 
us to operate without share capital, and there are 
certain tax advantageS. It limits the use that you 
can make of any surpluses which you make, and I 
think that the essence of your question is what 
would we do with the surplus if we had one? 

MK. RICHES” “Yas? 

MR. WILKINSON: With non-profit 
organizations such as Blue Shield and so forth, 
if you have surpluses beyond those that are useable 
and required for normal growth and expansion, then 
one of two things must take place. You either 
reduce your rates) or increase .jyour coverdge, 

MR. WHITE; Would the druggists charge 
the plan exactly the same price as if the patient 
has walked in with a prescription and paid for it 
himself? 

MR. WILKINSON: Yes, this gets into 
the fleld of the’ pricing schedule. We develop a 


prescription service pricing schedule based on the 
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60% formula which you are now familiar with, having 
had it presented as an Ontario College of Pharmacy 
teaching pamphlet. It is not identical, but it is 
based on the same formula. This is distributed to 
all of our members, and this is the price that they 
biliit°ys for,a préscripvion., Tovamplifty your question 
just a little, I might show you a pharmacist's charge 
card... Each prescription that is fliled by a pharmacis 
recui res Dim tovrillrouv-ar | .b.NM. card, and they 
object very much to this, because apparently it is 
Loo difficult for a pharmacist, bul we are. after 
three years, getting them so they can fill the 
Prover Ulcck “1n, and in vone of chese piaces ne 
puts the cost of his ingredients and bottle or 
container, and label, and the other the patient's 
rice, Thiag ws billed oO us at that price, and in 
another box we fill in what we are going to pay hin, 
and at the moment we pay him what we can afford. 

MR, WHITE: What percentage less than 
a patient are you paying? 

MR. WILKINSON: 20% now. It will 
never be less than 10%. There will always be a 
withholding of 10%. 

MR, BRYDEN: J .take it your objective 
would be to have the figure at approximately 104. 
When you say it is now 208, I thought [I detected 
an indication that that was expected, rather than 


policy? 
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MR. WILKINSON: yes, that is right. Our 
formula for setting fees is based on the fact that 
90% of the premiums collected must pay 100% of the 
drug bills and 10% would be retained by the corpora- 
tion for overhead, and for building a surplus, and 
this is quite in keeping with other health plans. 
Windsor Medical for instance operates at about 7.9 
to 8.1% of their collections goes to their overhead. 
The reason for them being pro-rated at the moment 
is simply that in any pilot plan you must limit 
your members, because if you make a mistake in the 
pilot plan with 20,000 people, you can be broke 
in one month, whereas if you limit your members 
and have small losses and chargeitto tuition, this 
is where you are learning, no one is going to be 
hurt very badly, and if you are collecting 
$2,000.00 a month in premiums and allow only 10% 
to overhead, you have only $200.00 for overhead, 
which is not enough to pay even minimum operating 
of an office or help, so for the three years we 
accept the fact that we must go into the hole on 
the overhead. During this three years we will find 
the way we can verify if our rate structure is 
covering the cost of medication. This has been 
done. I have some figures. [I mentioned in my 
brief that the University of Michigan School of 


Public Health do our research and statistical work, 


and the next project is to be 36 months' study from 
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the beginning, but in order to come to this hearing 
today I badgered the people at the University and 
last night they sent me by special delivery a few 
figures which cover up to July 1960, and we find 
that on 7,539 person months of coverage, with our 
present rate, that we made a half a cent per month 
per person. 

MR. WHITE: What does that mean -- 

MR. WILKINSON: This is without any 
overhead. 10% of that would go to overhead. 

MR, BRYDEN: You mean with 90% con- 
tributed to prescriptions, you just barely cover 
the cost of présecriptions? 

MR. WILKINSON: That is true. 

MR. WHITE: How many subscribers 
did you have during that period? 

MR. WILKINSON: It has fluctuated 
between 1,200 and 1,300. I don't believe that these 
figures are relevant to your enquiry really, except 
as a passing interest that these-will be published 
in their entirety one of these days, probably 60 
or 90 days, in pamphlet form, and will be available 
to everyone. D.V.S. always gets a copy of every- 
thing we do, and as the University is doing this 
ag a research project, it naturally becomes public 
domain, but it is interesting to note that the only 
thing that we could find out from all the actuaries 


and insurance companies and statisticians about 
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running the prepayment plan is that it couldn't be 
done, and I found in the pilot plan in three months 

we have lost in the neighbourhood of $17,000.00. 

We find that we have an operating organization here 
where the rates are a half a cent per person per month 
in the black. 

THE CHAIRMAN: On page 6 of your brief, 
you might clarify the first two paragraphs a little 
more in detail, if you would please? 

MR, WILKINSON: That is the enrolment 
of Green Shields isybyx group. onhy? 

THE CHAIRMAN: Why the subscriber 
would pay 35 cents for each prescription? 

MR. WILKINSON: This is a safeguard, 
that is the second paragraph, that we put on, and 
having borrowed it from the British Health Plan and 
also from the New Zealand plan. Under the defini- 
tion of a drug in either the Pharmacy Act or the 
Food and Drug Administration Act, there is no way 
of including household medications which you normally 


find in your medicine chest, such as Tincture of 








Iodine, Boracic Acid, Epsom Salts and so on and so 
2 on. 

The experience under the British plan 
was that the subscriber attending her physician for 
her legitimate ailment, received a prescription, 


at the same time said: "Oh doctor, I need iodine, 


boracic acid and epsom salts", and pressure is exerted 
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on the physician. to prescribe these things, and the 
eadhantienip dina Yivibtt fill them.’* All of’ these items’ can 
be bought for 35¢ or less, and are not presently 
being considered as prescriptions, and are almost 
never prescribed by a doctor, and we have no desire 
of creating another whole field of prescriptions 
that don't exist today. 

MR. TROTTER: Do you find that there 
is a turnover of the number of people that are in 
the plan? 

MR. WILKINSON: Our turnover has 
been very, very small, and this was surprising. 

In spite of the lay-off in industry in some of 

the small plants that are members here, as you know, 
from all these other health plans there is the 
opportunity if you are laid-off or leave the place 
of employment, to qualify as a paid direct 
subscriber, within a certain period of time. [In 
almost all cases people who have been in a danger’ 
of losing their coverage through change of em- 
ployment apply for pay direct coverage, so I 

don't know what the percentage is, but there is 


a very, very small turnover. 
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MR, TROTTER: I realise your plan is 
gaining, but this plan seems to have some of the 
major weaknesses in that the older people who seem 
to have to spend so much on drugs don't seem to be 
covered, I think for two reasons. I may be wrong 
in this, and you correct me if I am. First of all, 
that the older people are not in the normal groups, 
and, secondly, I notice from your one folder an 
adult dependant cannot be a part of the plan unless 
they be between 19 and 60. In other words, someone 
over 60, they couldn't bring in a dependant mother 
and father. 

MR, WILKINSON: Over 60, that is 
right. 

MR, TROTTER: Would that not be a 
weakness in the plan, that people would have a diffi- 
culty joining? I know it is almost impossible if 
they are in a group, and if they are not in a group 
they are practically left out in the cold completely, 
aren't they? 

MR, WILKINSON: This is a weakness of 
all health plans and pension plans and all types of 
group benefits, life insurance, It is unfortunate 
but it is there, and what you say is exactly true. 
There is a brighter side to it as far as we are 
concerned, and that is we have been doing a research 
with a special group of retirees. We have enrolled 


some 450 former employees of the Chrysler Corporation 
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in Windsor, Their fees are paid by their ma a 
Local 444, from a welfare fund, and it is an assess- 
ment against the working people, so much a month 
put in to pay for the retirees. We cave a special 
contract with these people; it has now to December 
3lst to run. We have gathered, I think, very, very 
hopeful statistics. It is costing us about $2.50 
per person per month to idutertans this for the 
retirees, and there is 1.68 people to a family unit 
of these retiree people, and if you project this, 
this works out to about $4.56 per family unit. We 
are working with these figures at the present moment 
to find out if we can rate people over 65 provided 
they are in groups such as this, and it looks very 
hopeful to me. That is about $4.55 or 56 cents per 
family unit or about $2.50 per person, depending on 
how the contract would be finally put into force, 
would cover these people. It is interesting to note 
that these people get .6 prescriptions per month, 
which is 7.2 prescriptions per year, which is 34 
times the D.B.S. figure. 

MR, RICE: If a person joins your 
plan before they reach retirement age of 60, may 
they continue on in the plan and pay direct? 

MR. WILKINSON: Yes. 

MR, TROTTER: In an area such as 
Windsor where there is apt to be a strike where a 


large portion of the population is affected at 
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once, has that any effect on your plan? 

MR, WILKINSON: No, none at all, 
because we don't enter into the field of labour nego- 
tiations. We are completely neutral, We have a 
plan, and like management and labour to see it work 
and look at the contract, and each contract stipu- 
lates how fringe benefits will be carried on; and 
then they still have the opportunity, that is the 
subscriber, to pay direct, and for 10 cents more, 
which covers the cost of mailing their statement to 
them, they can be insured, and our rate is $1.90 per 
adult, and if they go on and pay direct it is $2. 

MR, TROTTER: Your pilot plan, because 
of the area it is in, may not reveal one of the 
difficulties that, say, the Blue Cross Plan has, in 
that you may have 80% of the people enrolled but it 
is not the same 80%. There is always a big turnover, 
I thought possibly that you may have the same trouble 
in Windsor. 

MR, WILKINSON: It would be too soon 
for us to hazard a guess at what our problems are 
going to be when we go into rapid expansion. 

MR. RICE: On this original number of 
1,300, did you have to turn away any applicants 
after you obtained the 1,300, any people that you 


couldn't take? 
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you just get an adverse selection if you do so that 
you have to confine yourself to group enrolment or 
those who continue on after leaving 4 group? 

MR, WILKINSON: I wouldn't like to say 
that this follows Mr. Bryden. Certainly for the 
foreseeable future this will be the case but let me 
direct your attention to the experience of Windsor 
Medical who have the same enrolment procedure that 
we have. In fact, we copied their enrolment proce- 
dure, 

When they had enrolled something like 
85% of the people in the county, they said all right 
this county now becomes a group and they set a rate 
for individuals and they enrolled individuals. 

MR, BRYDEN:s In other words, they got 
almost to a point of universal coverage and then 
there was no danger of selection against them. 

What you feel against accepting individuals, at the 
moment, in your plan is people who have heavy or 
who know they have heavy bills for pharmaceuticals. 
Not merely insuring, just playing a sure thing, in 
other words. 

MR, WILKINSON: People that have heavy 
medical bills are most anxious to get in this plan. 
I might refer back to this, and partially in answer 
to your question, we break down the cost of handling 
each individual in the groups. Under six years of 


age by male and female; 6 to 18, 19 to 44, 45 to 64 
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and 65 and over. We do this by maie and female and 
we are the only organization who can give any accu- 
rate answers on this at all anywhere in this conti- 
nent, and as I-say I got these figures just yesterday: 
under six years of age the cost of medication is high. 
Male and female are about the same; 89 cents°for a 
male and 82 cents for female. 

MR, BRYDEN: Per month? 

MR, WILKINSON: Per month and we are 
only charging them 65 cents, Between 6 and 18-years 
of age a male costs us 28 cents, a female costs us 
30 cents and still paying 65 cents, Between 19 and 
44 a male costs us 63 cents and a female costs us 
$1.76. Between 44 and 64 a male costs us $2.65; 
female costs us $3,;46 and they only pay $1.95. Over 
65 a male costs us $1.38; a female $2.13. When we 
move into the retired group = that is without the 
retired group included. This is the employable 
group. When you move into the retired group we 
find that the male is $2.28 and female $2.78 for an 
average of $2.49. These to us are most interesting 
figures but partially in reply to your question Mr. 
Bryden the fact that you may not have to pay a lot 
of money right now for medication is not necessarily 
going to hold next year or next month. One single 
automobile accident can put you in the high cost, 
MR, BRYDEN: I realise that except I 


judged from your answer that you suspected 
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that the people who are interested in enrolling as 
individuals were those who right now were paying 
large amounts for medication and not merely those 
who were taking thought for the future. 

MR, WILKINSON: I think there is a 
lot of larceny in all of us and naturally the 
people who think they can benefit now are going to 
attempt to get into these plans. These are some 
of the weaknesses, I think, as you pointed out of 
a voluntary plan. Either you can have these regu- 
lations and accept these limitations and weaknesses 
and have a plan which will do a good job, or you 
can say we must have the whole piece of pie and find 
that you have nothing. This is the way we look at 
it; though at the moment this is probably the best 
approach to supplying of prescribed pharmaceuticals, 

MR, BRYDEN: Would there be any advan- 
tage in trying to work out some sort of a package 
whereby people got medical, pharmaceutical and hospi- 
tal altogether? As things stand now they really 
have to get into three. different plans to get the 
total coverage. 

MR, WILKINSON: I can only refer you 
Me, Bryden to the fact that the commercial insurance 
companies have had this type of coverage under consi- 
deration for many many years and they have refused 
to touch pharmaceuticals. In our initial stages we 


contacted at least three insurance companies in the 
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hope that they would either assist us or help under- 
write or do something. We had no luck whatever in 
interesting anyone and we were told on each occasion 
that no one could provide any comprehensive plan for 
prescribing pharmaceuticals, This is one thing that 
everyone is certain of, that it cannot be done. 

MR, WHITE: My company has a comprehen- 
Sive plan that includes cost of drugs after $25 
annual deductible. 

MR, BRYDEN: A commercial plan? 

MR, WHITE: Yes. So there are plans 
available certainly which include drug cost. 

MR, WILKINSON: Yes Mr. White but you 
will notice that your company put the plan in the 
last three’ years and it has done it because they 
felt that it would be good business to get into the 
field now but they, even the insurance of your - 
what is it? 129 companies that have formed this 
Trans-Canada Insurance Group use a $25 and $50 
deductible on 80% co-insurance and if you will sit 
down to figure this one out it doesn't fill the 
bill for comprehensive medical coverage at all. 

MR . WHITE: Well I couldn't agree 
with that. $25 deductible applies to all medical 
expenses including doctor bills and surgical 
expenses, and so on. I mean I think it goes a long 
way towards filling the necessities of our emplo- 


yees. However, that is probably not worth debating 
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at this moment. 

MR, WILKINSON: We feel that a plan of 
this nature to be of any value, of any substantial 
value must cover the medicine that is needed now, 
not recoverable by reimbursement insurance. You must 
be able to walk into your pharmacy and get your 
prescription now, not when you can borrow the money 
and afford to pay for it and then be reimbursed six 
months later after you get a great big deductible 
and have 80% or 20% co-insurance. This is the 
approach, Our philosophy is they need the medi- 
cine now and that some plan must be devised to pro- 
vide medicine now. 

MR, WHITE: That brings to mind - Mr. 
Rice, or Mr. Chairman rather, am I in order pursuing 
this line of questioning for a minute? 

THE CHAIRMAN: Yes. 

MR, WHITE: That brings to mind the 
so-called life saving drug plan that I have heard 
about which is in effect in Australia. I was @ing 
to ask you if you could explain the bad experience 
in New Zealand which you mention on page 7 of your 
brief because my understanding is that the Austra- 
lian plan is very successful; that the costs are 
so moderate the Australian Parliament just recently 
introduced new legislation greatly broadening the 
provisions of the legislation, New drugs were 


added, and so on, and the different things I have 
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heard about the Australian plan are so good compared 
to this unfavourable report you are quoting on page 
7, 1 am: just wondering what the reason would be. 

MR, WILKINSON: I am afraid I cannot 
help you because I don't know the refinements and 
the differences between the Australian and the New 
Zealand plan. 

My understanding is that the New Zea- 
land plan is very much like the British plan except 
that they did not have a shilling charge or minimum 
charge for each prescription as we have, 35 cents, 


and this was the disastrous part of it and that they 


now, I understand, put on two shillings. The thinking 


behind that is that this will correct it, the 
abuses and over-uses because there was no deterrent 
on this type of medication. 

MR, WHITE: This was true of New 


Zealand, 


MR, WILKINSON: That is as I understand 


it. The British went from one shilling to two 
shillings and I think New Zealand people have gone 
from no shillings to two shillings. 

MR,WHITE: You don't know what they 
had in Australia? 

MR, WILKINSON: No, I don't know the 
Australian plan. As you mentioned the Government 
has a free list of certain life saving or life 


prolonging drugs and under certain conditions the 
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populace can apply for these and get them and have 
them charged to the tax fund but I am not familiar 
with the other aspects of the plan; what happens to 
the non-life preserving and life prolonging, life 
saving drugs. 

MR, WHITE: Now, Mr, Wilkinson, in 
your brief you mention that you did not believe 
any substantial drop in the price of pharmaceuticals 
could be affected. We were told a week ago by the 
owner of 19 or 20 Toronto pharmacies that the average 
price of prescriptions in his chain stores had 
dropped 12% in the last six months. This would indi- 
cate to me that your opinion in this may not be 
correct, 

MR, WILKINSON: In each case it is 
one man's opinion Mr, White. 

MR. WHITE: His was backed up by 
statistical evidence. 

MR, WILKINSON: ‘True, It is true 
that there has been a drop in the cost of some 
pharmaceuticals in the past year. In some cases 
there has been quite a dramatic drop. This is 


only part of the story. 
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Each week we receive new pharmaceuticals, new 
developments. Since I appeared before.you last 


on. June 17th; 47 have come in our store new. These 


gay ~- a relatively high. price,range... So,With the 
obsolescence. of, the,older, ones,,.their. reduction 
in.price as.they.pecome..obsolete,,and with.the 


1 


new. ones,coming,in.and with 


ct 


he.general.inflation- 
aryetrend.at, thesmanufacturing, level, d,canesee 
no, reason, for, any, substantial, decrease, 
MR.« BRYDENs. Didn't you say in 
your brief something, about 20% as a possible 


figure for. reduction.insthe cost,of.pharmaceuticals, 


or.did,~{ read, that.wrong? 


MR. WILKINSONs,.¥es, I was dealing 
there, Mr. Bryden, p» with, the,fact,.that.I.am a.member 


ofa, Joint, O.MeA..-,0.R.P.Ar. committee and. one, of 
the..things.that, we. have, been; exploring,.is. some 
method. whereby the two.professions together 
eould pool. their resources, their buying power 
and. whatever resources we.have, to try.and get 
this medicine to ,.these medically indigent people 
at a.lower. rate.. As.I say, we have almost abandoned 
the hope that we can get preferential discounts of 
any size that would be sufficient to change the 
picture for, the indigent. 

MR. BRYDEN: Exeept that 20% is 


not to be sneezed at. I agree with your proposition 
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| that prepayment is a sound approach, but I think a 
20% reduction is good to have too, along with 
prepayment . if it is’ possible. 

MR. WILKINSON: If the professions 
are going to pressure; their members, to. take,, to 
dispense at’ cost, and df the doctors are going to 
pressure their people to reduce their costs, and 
if everybody agrees to drive their profession down 


profitwise in order to give a benefit to these 








indigent people, which is what we are planning to 
do, then we feel that this saving has got to be 
sufficient to make it worthwhile. Medicine that 
is $12.00 a hundred or $10.00 a hundred, a 20% 
discount on that does not help the poor guy who 
Only has a dollar in his pocket. 

MR. BRYDEN;: It would make a very 
Significant difference, wouldn't it, Mr. Wilkinson, 
if prepayment plans such as the one you have been 
experimenting with became universal, because then 
it would affect everybody's premium. ft may be, 
therefore, that if someone has a prescription bill 
for $10.00, $8.00 is not that much difference, but 
if he is paying a premium on a prepayment system, 
a 20% reduction is significant. 

MR, WHITE: Mr. wilkinson, perhaps 
you can tell us the average cost of prescriptions 


in the first three months of this year supplied 





under your plan compared with the same period the 
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year before. That would be very interesting. 

MR. WILKINSON: It is not a figure 
that we took out. That will come. It is not a 
figure which I have in these columns. 

MR, WHITE: Has the average price 
of prescriptions dropped in the last six or eight 
months ? 

MR. WILKINSON: In my own store the. 
average price of prescriptions has dropped. 

MR. WHITE: Wouldn't you agree that 
your remark that no substantial drop in price 
would be effected is a little pessimistic if we 
have already dropped the average price? 

MR. WILKINSON: I think we are 
dealing here with semantics. What do you mean 
by "substantial"? what do I mean by "substantial". 
I am not speaking of 10% or 11% or 12%. What I 
mean is a substantial saving. 

MR, WHITE: I would say 12% is 
substantial and I think we can expect an even 
greater drop as the drug manufacturers become 
aware of the fact that the doctors are being 
alienated by their terrific newspaper promotions 
of one kind and another and so on. I think we 
might expect considerably lower prices in the 
time to come. 

MR. WILKINSON: I hope you are 


right. 
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MR; BRYDEN:~ Probably a little pro- 
liferation of new products would help. 1 have for- 
gotten the number you said, but it was a substantial 
number| of new products, came on your shelves in the 
last month. I doubt if a great many of them add 
very much to therapeutics. They may. The manu- 
asGncer: may consider that they do something to his 
competitive position. 

MR. WILKINSON: I have in my hand the 
new pharmaceuticals from the Drug Trading Company 
dated May 12, 1961. I have in my other hand new 
pharmaceuticals from the Drug Trading Company dated 
Juner453y1961, and [I think it is a fair assumption 
that with this May 1léth list, these products have 
been put into stock by the Drug Trading Company 
and will be available for us in five weeks. 

MR. BRYDEN: Are they making com- 
pounds? There are no new wonder drugs that have 
come onto the market in the last five years, so it 
must be compounds or permutations or something like 
that. 

MR, WILKINSON: The fact is that 
GSheynareothere: 

MR, WHITE: Mr. Wilkinson, getting 
back for a moment to your conclusion that drug 
prices could only be brougit down 20% by the medical 


and pharmaceutical professions, that item is on 


the basis that the drug manufacturers themselves 
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would maintain their present price levels. jould 
I be correct in that, that 20% saving is on the 
assumption that the drug manufacturers would not 
themselves lower the prices; isn't that right? 

MR, WILKINSON: I think I am going 
to have to go at. this another way, Mr. White. The 
work of this committee -- one of the subjects was, 
how can we get medication at a cheaper price for 
the medical indigent? We describe the medical 
indigent as a person who may not necessarily be 
receiving indigent help now, but in the case of 
an illness would be put over the line into medical 
indigency. 

We discussed this in committee at 
some great length and tried to devise some form 
of discount that we could ask our people to accept, 
and’ the ‘subject is. not closed, Iam sure ,it. will 
be discussed the next time we meet. Every effort 
will be made to continue to try and find a solution 
to this, and that is why in my brief I said we have 
almost abandoned any hope of getting more than 25%. 

It may be that by the time we meet 
again, something will have presented itself by 


which we can effect a greater saving, but at the 


time we met last it looked to us as if this approach 


was not going to work. 
MR, WHITE: But that saving would 


come entirely from the druggists themselves, either 
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because they parted with a portion of their profit 
margin, or because they ordered in larger quantities. 
The 20% is assuming that the drug manufacturers them- 


selves do nothing to lower the prices. 





MR, WILKINSON: That is true. 


MR. WHITE: That is what I want to 





make clear, because we have had evidence before us 
that promotion costs ran something like 30%, that 
the profit on sales is running something like 17%, 
and I think perhaps other members of the Committee 
would agree with me that there is quite a lot of 
room for the drug manufacturers to lower their 
prices and still run a good healthy profitable 
industry. 

That 20% is on the pharmaceutical 
side only, and if there was a 20% drop on the drug 
manufacturing side, that is 40%, and that would be 
very worthwhile, and I am sure I would say it was 
substantial and you would too. 

MR. WILKINSON: If that can be effected, 
Mr. White, we would have a substantial lessening of 
the cost of medication ana I am sure that we would 
be more than happy to see this come about. 

MR; WHITE: Without dominating the 
questioning, may I just look into this matter of 
premiums versus average per capita drug cost. As 
I recall the average drug cost paid by the citizens 


in this province was seven dollars and perhaps 
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twenty-nine cents, something like that. Does that 
sound correct to you? 
MR, WILKINSON: Are you quoting 


D.O.5.'S 1951 figures? 





MR, WHITE: I don't know who [I am 


quoting. JI think it was the Head of the Ontario 





College of Pharmacy. It was seven dollars and some 
odd cents. 

MR, WILKINSON: I will have to take 
a minute or two to answer this one. The Dominion 
Bureau of Statistics -- not the Dominion Bureau of 
Statistics but the Health Department -- did what 
was called a Canadian sickness survey in 1950-51. 
They surveyed 10,000 families in the Dominion ef 
Canada on their drug costs by questionnaire and 
by memory. This is tén years ago. 

They then projected their figures 
to a fourteen million population which was 
estimated at that time and they came out with 
what has turned out to be as far as we are 
concerned some incredible answers. 

It was on the basis of the D.B.S.'s 
average number of prescriptions and average cost 
of prescriptions that we practised our first 
premium rate in 1954 or 1955. 

They did not take into consideration 


many of the variables that have come into being 


or that were perhaps in being then. 
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medicine is available. 

MR. WHITE: yes. 

MR, WILKINSON: When you make a medicine 
available, you must also make a doctor available 
first Af, you are, living in an area where, P51. 
makes a doctor available on first call and then at 
the same time makes the prescription he writes 
available on first call, then you have got an 
envirely different picture. 

MR. WHITE: What you are really saying 
is the people of the province are getting less than 
half as much medicine as they should be using. If 
the average in the province as. determined by Professor 
Fuller is seven dollars and some odd cents, and the 
average price in the entire plan is $18.00 or $19.00, 
there is quite a big gap. there that. should be filled 
by somebody. 

MR. BRYDEN; It must mean that some 
are getting nothing, if you bring the average down 
Doth Biles ide 

MR, WILKINSON: I am sure you would 
not want me to comment on the credibility of 
Professor Fuller's. figures. .1 think. he, like the 
rest of us, was led up the garden path by Dominion 
figures, and I think that if proper surveys were 
done in any province and these surveys were done 
on a large enough sample and that they were adjusted 


to the democratic composition of the community, 
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that you would find the figures that we are being 
given today are far from useful practical varied 


rigures+"> Tris is our ‘expertence, 
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‘AG/dpw MR, BRYDEN: Have you any idea as to 
the difference in utilization by people covered by 
your plan, and other people in the same area? Has 


utilization gone up significantly by reason of the 





fact that they don't have to. pay for the product 





when they get it? 

MR, WILKINSON; There is not any way 
of arriving at any such a survey. We have control 
of our people, the people who are subscPpibers of 
our plan have their prescriptions filled, a record 
is made in the pharmacy, and those are accumulated 
in our office every month, and I.B.M, processed, 
so that no matter where this person goes for his 
service we know what - has done. We have no way 
of tracing your family for instance, or anybody's 
family, who is not a member of the plan, so that 
type of figure is not available anywhere, so that 
you can make no comparison, 

MR, BRYDEN: Your plan would be use- 
ful in showing an average, because I presume for 
people covered by plans in an urban area, at least 
I presume that in a town similar to Windsor one 
could expect the experience to be the same as 
| yours, Assume that a universal plan went into 
effect, your experience would tell -- 


MR, WLLKINSON: Treated with the 








proper amount of caution. Our people at. the 


University of Michigan tell us that the access to 
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the physician is just as important a part of the 
figures here as the access to medication. 

MR, BRYDEN: And that is partly a 
function of medical plans, as well as availability 
of doctors, isn't it? In other words, access to 
physician as you call it, would increase if there is 
a medical plan in effect, is that fair to say? 

MR, WILKINSON: I think if I follow 
your question, it is will people go to their doctor 
oftener if they can go free? 

MR, BRYDEN: If they can go without 
paying for that particular visit? 

MR, WILKINSON: That is the experience, 
I think, of P.S.I. and of Windsor Medical. 

MR, TROTTER: When you try to sell 
the idea of this plan to the pharmacists themselves, 
have you had very much resistance from them? Are 
they anxious to be a member of the plan or not? 

MR, WILKINSON: I think people are 
people, whether they are pharmacists or whether 
they are in any other walk of life, We have many 
who are so sold on seeing this plan develop as a 
professionally operated voluntary plan, that they 
have donated very far beyond what they have been 
asked, We have many, many of them that have done 
everything over and above asked, and we have a 
number who have philosophical, political, or other 


objections to this type of plan, and let it be made 
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known, We have them far to the right, and we have 
them far to the left, 

MR, TROTTER: Could it be said that 
the majority of pharmacists that you have approached 
are in favour of the plan? 

MR, WILKINSON: Oh, yes, the overwhel- 
ming majority are in favour of the prepaid prescrip- 
tion plan, 

MR, TROTTER: Is there any underlying 
fear that once your plan is well-established and 
accepted, say like Blue Cross for hospitalization, 
that the Government might step in, as it did with 
the hospitalization? 

MR, WILKINSON: Yes, this thought is 
expressed by everyone. It is of some concern to 
some people, and to others, if it happens it would 
be a matter of evolution. In the meantime, if the 
Government were to take our plan, or a modification 
thereof, the same as they did the Blue Cross, I am 
quite certain that it would be part of our political 
evolution, and that the goal of the pharmacist as 
a professional member of the health team would be 
adequately safeguarded, in the same way as the 
hospitalization people have been safeguarded, and 
so I personally don't look with any fear upon the 
future, I believe the main thing is to get the 
plan going and operating and prove that it can be 


done, and to supply the best services on a voluntary 
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basis and in keeping with our political philosophy 
that we can do. 
MR, TROTTER: Do you think that there 


is anything that the Government can do today to 





help your plan, not necessarily taking it over, but 


is there anything the Government can do in the way 





of surveys or something of that type? 





MR, WILKINSON: Seeking government 
assistance has never occurred to us. We would 
welcome, and have welcomed and spent many hours of 
our time, with members of this government in going 
over the specifications of this plan. Your Depart- 
ment of Welfare and your Department of Health have 
both sent people to our offices and have spent a 


day or two in studying this plan. We think that it 





would provide a very sound basis for the handling 





of the medically indigent in the Province, and we 
see no reason why some arrangement of that nature 
couldn't be worked out, if the Government would 


care to sit down and work it out, 





MR, TROTTER: This next question, I 


think, was partly answered earlier, but I just 





want to be clear on it. Has the business increased 
for those pharmacists who are in the plan? 

MR, WILKINSON: This is a question 
that is asked by everybody. We have less than 1% 
of the population of the community insured, and 


so there is no way of measuring with any degree of 
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accuracy the increase in business, as you call it, 
as a result of the people in the plan. All I can do, 
again, is to point to the utilization factor, and 
the utilization factor for elderly people over 60. 


I might add that these people that we have in this 





retired group, over 60, receive a very minimum pen- 
Sion. It is one of the poorest pensions that I have 


ever heard of, and they are getting 7.1 prescrip- 





tions per year under this plan. The average cost 
of their prescriptions runs over $4.00, $4.70, for 


these elderly people, and I am certain in my mind, 





and I am sure you must be, that these people on a 
$39.00 pension would never be buying that medication. 
They would be going without. So to that extent we 
can say, yes, the utilization because they have free 
access to the doctor through Windsor Medical, and 
free access to first prescriptions through Prescrip- 
tion Services, so we are to that extent filling more 
prescriptions. 


MR. RICE: Does the subscriber have 





to get his prescription filled from a member pharma- 
cist? : 

MR, WILKINSON: Yes, he must. 

MR, RICE: Is there any way you can 
limit the number of pharmacists who can join the 
plan? 

MR, WILKINSON: No, any pharmacist is 


eligible to join the plan if he holds a licence in 
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good standing with the Ontario College of Pharmacy. 


That is our material, 





MR, RICE: May I turn next to your 
Association, the Ontario Association of Retail 
Pharmacists, Has the Association any tariff, or 
method, for prescribing prescription rates, that is 
apart from the College method? 

MR, WILKINSON: None. 


MR, RICE: Does the Association give 








any direction to its members as to prescription 


rates and how to charge, and what-not? 





MR, WILKINSON: None. This is a 
subject which is not within the proper scope of 
our Association. 


MR, RICE: I just note that your 





Association appears to be different from any other 
professional association in that regard. It is 
the Association which sets these tariffs, the 
medical association, I know in the legal profession 
it is ordinarily the local assodation that sets the 
tariff and gives some guide as to fees and charges. 
MR, WILKINSON: With respect to the 
Ontario Retail Pharmacists' Assodation, in the 
years that I have been a member and a member of the 
council and the executive, I have never heard the 
subject of what should be charged for a prescription 


ever discussed in a meeting, and the reason is very 





Simple. We deal with services and a product, and 
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enue is some question as to the legality of discus- 
sing the price of a product, and I would say for the 
good judgment of the executive members of the O.R.P.A. 
that they stay away from this subject entirely. 

MR, RICE: Is the College method of 
determining prescription prices used in Windsor at 
all? 

MR. WILKINSON: The Windsor pharmacists, 
for the most part, use the 60% formula, They don't 
go along with the idea of the change in that College 
schedule after $9.00, most of them, and there is no 
uniformity about the charging of a dispensing fee. 
No matter how much you discuss it privately with 
people and try to find out what they are doing, we 
know that the prices vary widely, but generally 
speaking they use the 60% schedule, which is the 
schedule of the prescription services. 

MR. TROTTER: Are there any so-called 
cut-rate drugstores in Windsor? 

MR, WILKINSON: We have the biggest 
cut-rate drugstore in the world in Detroit, a 20- 
cent bus ride from Windsor, and it is probably the 
toughest kind of competition that any pharmacy or 
group of pharmacies has to face, The competition 
of cut-rate and discounters that is presently in 
vogue here in Toronto does not begin to compare 
with the competition of Sam's Cut-Rate Drugstore 


in the City of Detroit. 
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MR, TROTTER: What would be the rate 
they cut the prices of drugs at this Sam's Cut-Rate 
store? 

MR, WILKINSON: I cannot tell you that. 
I know they try to under-cut anyone else in Detroit, 
and your record here, I understand from reading the 
transcript which I have, that drugs in Canada cost 
about 11% higher than drugs in the United States, 
due to the sales tax, I believe I read that in your 
evidence here, and so this cut-rate organization 
even under-cuts -- 

MR, BRYDEN: The change in exchange 
rates will alter the situation a little in your 
favour? 

MR. WILKINSON: I am afraid it won't 
alter the position substantially at all. 

MR. TROTTER: Do you think the cut- 
rate stores in Canada hurt the small druggists? 

I don't think there are that many. I am not aware 
of many around, I know one so-called, I just don't 
know if they hurt the overall position of the 
small pharmacist, or affect the price of drugs at 
all in Ontario, or Canada? 

MR, WILKINSON: I have no idea how to 
answer that question, I think basically if you 
put two stores, in other words one, then you have 
got to split the business, unless you double the 


population. I know that is elementary, but it is 
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about the only way I can answer that question 


H/BL/hi MR. TROTTER: I notice one of the items 


that cannot be obtained under your insurance scheme 
are vitamins. In some cases for children, do you 
not think that vitamins are very important? 

MR. WILKINSON: Our decision to 


eliminate or to exempt vitamins is not based on 








whether or not they are important. The decision 


to-exempt ‘the vitamins*'is*more of necessity. ~-Our 





plan originally came into force allowing therapeutic 


vitamins. A therapeutic vitamin is a vitamin which 





contains one or more ingredients defined by the 
authorities, and we exempt all types of vitamins 
that people can ‘buy anywhere. It didn't.take very 
long for vitamin users and physicians to find: out 
which were which, and so they killed the goose 
which laid the golden egg. we eliminated all 
vitamins. They are food supplements, and it 
means we can operate a plan, whereas if we allowed 
the-five orveis or seven ‘wtl?ion “dollars; is’ BOs 
worth of vitamins sold in Canada every year -- 

MR. BRYDEN: A lot of them are not 
prescribed by doctors. 

MR. WILKINSON: One of the corner- 
stones of our plan is that we don't attempt to 
say what the doctor may or may not prescribe, or 
what quantities he may prescribe. We delineate 


precisely what we are willing to pay for. Any- 


thing over and above that the patient may buy for 
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themselves. 

MR. BRYDEN: All I was getting at is 
that I took it from what I have read that a very 
large percentage of vitamins consumed in Canada are 
not prescribed by doctors. In fact, doctors seem 
to consider that there is a great over-consumption 
of vitamins. By restricting it to doctors' 
prescription, do you think you are very vulnerable 
in your plan? 

MR, WILKINSON: Yes, it left a very 
broad gap which was causing us considerable 
difficulty, financhalicdiffieubty>: 

MR. BRYDEN: What about injectibles? 

MR. WILKINSON: Yes, we have exempted 
injectibles for the time being, and we did this on 
the advice of the accountant in Essex County Medical 
Society. There are two or three good reasons why 
we exempt injectibles. The first is»that the: people 
could be giving them to themselves anyway in dosage 
form, and the second, and perhaps most important,is 
that you would completely lose control. The physician 
buy their own injectibles from their own sources of 
Supply, and they wouldrusenthemvin their offices or 
their nurses would give them; and since the physician 
is not a pharmacist he would not belong to our plan 
and he would have no way of getting paid for it. 


So all the way around the inclusion of injectibles 


became an impossibility. 
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THE CHAIRMAN: By injectioles, that 
would include vitamin B. 

MR. WILKINSON: Yes, anything that 
goes into your body through a hypodermic needle; 
in other words, blood serum and vitamin B. There 
are two things. One, it is.a vitamin which we don't 
pay.fonr,.and, two,.it is-anoinjectible, which we 
don't pay for. We. would. point out-the section of 
the contract where the corporation would not pay 
for it... This doesn't mean you could not have it; 
it simply means you would have to get it elsewhere. 

MR. PRICE: Have.you ever had any 
complaint from someone when they go to the doctor 
and find it is exempt from the plan? 

MR, WILKINSON: Yes, we do, but most 
people are reasonable, and.when. itis explained to 
them and shown in the contract, and they had 
Signed an undertaking that they will abide by that 
contract, they are reasonable. There is an odd 
one..which gives,us.a,.little..bit-of trouble. 

MR, BRYDEN;: The 35¢ is collected at 
the time the patient gets the product, aig it? 

MR. WILKINSON: That is true. 

THE CHAIRMAN: Any further questions? 

MR, WHITNEY: Mr. Chairman, I have a 
question just as a matter of interest arising out of 


the submission that Mr. Wilkinson gave to the Committe 


just about two weeks ago, and that is in regard to 
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the breakdown in accounting. 

I notice that the dispensary was 
$17,600.00, cosmetics, $4,000.00, health beauty, 
$5,800.00 baby, $5,500.00 gift, $7,800.00, miscellaneous 
$49,300.00. Of course, miscellaneous is by far the 


largest item. Do you operate a lunch counter or 








soda’ rounvain in your svore? Tnére could be a4 
number of items,° we understand, but, of course, 
patent medicines might bé’a Large portion of it. 
Would you’ care to elaborate on the size of the 
miscellaneous amount? 

MR. WILKINSON: Yes. The miscellaneous, 
we group them in all’ of’ the other things which are 


not included in those five, and this includes all 





of your packaged ice cream, all of your magazines 
and all of your tobacco. We happen to have large 
tobacco sales, and’itU is*not profitable, which 
brings your gross down. Such things as your patent 
medicines, first aid supplies, salts, bromo seltzers, 
even into your household cupboards, such as insecti- 
cides and mothball proofing and that type of thing, 


all-of “your laxatives “and*héadache pills. “I don't 





want to give a plug to anyone, but there are a lot 
of things in that category. 

MR. “WHITNEY: In that regard, isn't 
it true that when you assess the wages of the 


pharmacist and the proprietor, and so on, toa 


great extent people go to a pharmacy and they ask 
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for advice or opinions relating to various products 
and perhaps the pharmacist doesn't commit himself 
but he says there is a lot of that sold or something 
of that kind. So really the patent medicine or 
associated products is very closely related to the 
pharmaceutical end of it. Because the proprietor 
of the store or his assistant are pharmacists, the 
general public are perhaps a little more confident 
in purchasing allied lines from the drug store than 
from any other source. We all appreciate the drug 
stores are having some difficulty, and I am just 
wondering whether or not it is just fair to assess 
as great a proportion of the pharmacist's wages and 
his assistant's wages to the pharmaceutical depart- 
ment alone, because we feel that one dovetails into 
the other, does it not. 

MR. WILKINSON: You raise a very 
interesting subject. In some locations the 
proprietor of a certain chain store will find that 
he no longer has a sufficient prescription business 
to warrant it remaining as a pharmacy, and so he 
takes the pharmacist and pharmacy out and runs a 
patent medicine store. Some of them do this 
successfully, so successfully that you have a 
number springing up-here in. this city, where I 
understand if you get caught in the traffic jam at 
nine o'clock you wii be.in difficul ty....Bhese,.are 


stores where people don't care whether they talk to 
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a pharmacist or not. On the other hand, you have 
locations where, if you removed the pharmacy, they 
go down and down until they finally elose, and 

three more in Windsor have put signs in the window 
for rent. So in between these two you must have a 
lot of variation. You have the one on Scarborough 
Road which is a huge drug store without any 
pharmacist; you have the little store which will 
close, and in between those you have a great spread. 
Now, the subject of how much the pharmacist's wages 
should be charged to the dispensary and how much 

to other things is a perennial subject of continuous 
discussion. But I think there is one thing we should 
try to remember, and that is The Pharmacy Act says 
that we may not open that shop for business unless 

a pharmacist is on duty. Now, this being the case, 
you cannot turn a key in the door in the morning 
unless a pharmacist’ ‘is there: ‘Therefore all. of this 
wages should be charged to what he does as a pharma- 
cist, not as to whether he cleans the windows because 
bis delivenyi boytis Bplek omhe cleansethe Ploor, 
butebecause he muss be there. in order te open the 
door. So my view is his whole wages have got to 

be charged to the dispensary. So between those 

two extremes pharmacists disagree, but this is 

myo view; and I think’ in’ the light: of the’ legal 


opinion here the other day, this is exactly what 


happened, they were fined a substantial amount of 


noeniIni tw 





| a \ eved yoy .basd tredto edd nO. .ton to tefosmrsdq & 
‘yedd .yoemrsrq oft bevomer soy tf .stedw enottsoo! 
bis ,.9eoLo yiisatt yods fttau awob bas awob og 
wobsatw odd nit re roubmiw af stom setdd 
i 6 sved ceum yoy owd sasnt noswied nt o@ Jtner tot 
dgquoTtedrsee no smo edt sved yoY »s.nofdsirsv to dol 
yas duorntiw srota guTrb syud 8 al dolinw bso 
[fitw dotdAw s rode softs Ll ont ovead voy _~talosmtsrig 
.bserge tesrg 6 sved voy ssodd neewded at bas ,saolo 
asosw ea'tetosmredq edd dowm worn to tostduse sid won 
doum won brs yrBensqetb edd od beagreio od bivorde 
evounttnos to vootdue Isnkinmetsq & ak eagntdd seNed od 
Hblyoda sw anitdd sno eat srodd Antdd I JwG .noleenoaethb 
ayse JoA yosmredd ont et.dedd bas ,~redmomex ot yr S 
aeeiny eeontaud tot gona tsAt asqo Jon ysm sw dado 
L@BBO ahi cuotiese atdt .wouw .ydub no et tetoamredq-s 
gninrom sdd mt roob sdd ni yowd 6s mrut tonnes yoy 
aid to [fs sxotetenT ,s7Todd al tetosmrsdq s Beefay 
‘y -sorreng 6 @s e90b on tedw ot bearesdo od bilyone Beg6w 
m sausosd ewobniw edd anselo ond reddenw oF as gon ,tato 
i ~<roolt edd anselo od to wote ak yod yrovileb etd | 


| | edzv naesgqo ot  Ssb10o ni- 9redd ed taum on sansood Jud | 








ot doy sv6d esgew olodw afd eal wotv ym oa .t00b 
saodd meeswited-o@ .yrseneqatb oft ot bexatsrio od | 
at atdd dud ,sergsatb avatosmranq eomsxexs ows 


{sgol ed? Yo ddgti ond at Aatad I bas neds | 








yA’ 


Brae [stinsdedue 8 pont? oTSw 


| i eae Fy 









ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Wilkinson 2593 





money for operating a place for dispensing prescrip- 
tions where there was no qualified person on-hand. 
So it gets to be an academic argument. 


You can take your own percentage, but as long as 





The Pharmacy Act says you must have a pharmacist 


there when you open the door in the morning, then 





you must pay his wages and it must be derived from 
the source where the pharmacist receives his wages. 
MR, WHITNEY: I appreciate there can 
be a lot of variation, but in actual practice [I 
would suggest that there might be.a great many 
cases where the proprietor of the store does employ 
pharmacists:»and. the greater part of the proprietor's 
time is taken with ordering and conducting the 
general business of the store and seeing customers, 
and yet he is. on hand to do the dispensing and give 
his employed pharmacists time off. But really the 
management of the store would require a considerable 


part.of a proprietor's .own time. 
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It is usually done in the overtime 
beyond this 40 hours a week. That is when the 
general management and the bookkeeping and so on 
is done in the extra hours unless the proprietor 
happens to own a store large enough to employ two 
pharmacists who could work shift and shift leaving 
the Lon to be available to fill prescriptions 
during the busy hours and devote the rest of his 
time to the general management, as executive 
officer in the store and there aren't too many 
three-man stores, 

MR, WHITNEY: That takes care of my 
questions, thank you. 

THE CHAIRMAN: Mr. Rice have you some- 
thing? 

MR, RICE: No Mr. Chairman. Any other 
questions? 

MR, WHITE: Just one question I forgot 
to ask earlier. You mention that the average price 
of the prescription sold or dispensed in your store 
was lower this year than last. Do you know by how 
much? 

MR, WILKINSON: No I don't Mr. White. 
I took off all last year's figures to the end of the 
year and my recollection is that our 1960 figure 
was $3.40 but I haven't taken anything off since 
the lst of January. 


We keep good accurate records of that. 
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(indicating), you see, and it has the name and 
prescription number, price for each prescription 
that is filled and these books are tabulated for 
new and repeat prescriptions and for the cost, total 
cost in a book and the average price and then at 
the end of the year we put all the books together 
and come up with a figure so oursare quite accurate, 

MR, WHITE: But you do know that they 
are lower this year than last? 

MR, WILKINSON: I am not trying to 
get around this thing at all. I am not sure that 
they are but I would say that because I haven't 
averaged one book this year, I would say that my 
impression is that the price, the average price of 
a prescription is lower this month than it was in 
January. I base that on the fact that many of the 
antibiotics have reduced from anything up to $1.50 
to $1.75 a unit and that with the number of anti- 
biotics being sold, I know that this must be 
reflected in the cost. 

MR, WHITE: You think one of the 
reasons is the activities of this Committee? 

MR, WILKINSON: That question was 
asked of Mr. Isaacson the other day and he said 
that it was quite possible that this could be. I 
wouldn't say that because I have no idea what has 


This is what we call in my store a daily worksheet 
motivated the manufacturer to reduce his list price 
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to us. 1 think if you will get at the motivation 
there you will find out why they are less in cost, 
if they are. 

MR. WREN: He is just being kind. I 


say the manufacturer is just being kind. 





MR, BRYDEN: He is also having a 
little trouble with his patents. 

THE CHAIRMAN: In any event, there 
hasn't been any reduction so far as the druggists' 
percentage of profit is concerned? It remains the 
same? 

MR, WILKINSON: We have lost a little - 
two companies have reduced their percent of profit 
to us, two of the major companies. You must under- 
stand that with our 60% formula of pricing which I 
have described to you, that immediately a price is 
lowered to us, this saving is passed on to the 
customer because we take our breakdown against what 
we paid for that medicine not what we might have 
paid for it a year ago. It's against what we paid 
for it, for that particular package, so if our 
prices are down then our prices to the public are 
down. 


“MR, RICE: Mr. Chairman, perhaps 


before Mr. Wilkinson leaves, I understand that he 
has with him today some books in connection with 


his pharmacy. For example, his poison record and 





some other books which I understand the members of 
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the Committee, if they are interested, he can show 
them to them. 

MR. WILKINSON: Well just in the hope 
that it might help answer some questions. I thought 
you might be passing some questions concerning that 
75-cent dispensing fee over to us and so I brought 
along a little something in the way of records. 

When we buy a narcotic, we enter it 
in this narcotic book in the back and then we put 
it on the shelf and when a prescription comes in for 
it, calling for that narcotic, we read and interpret 
it, fill it, label it, file it and then we enter it 
into our day book and then we have a family card 
for everybody. We enter it on their family car. 

MR, WHITE: Is this required by law? 

MR, WILKINSON: Some type of locative 
system is required by necessity. We now have to 
give income tax receipts to people for the prescrip- 
tions and they come in at the end of the year and 
want to know the amount they spent on prescriptions 
and you have to find it for them. Of necessity 
you have to have some locative system. We use this 
system, There are others. So that sntry 4s made 
and kept and then we enter the sale of it again in 
the narcotic ledger in the front. Those are the 
procedures that we pass through. 

MR, WHITE: Is that a perpetual inven- 


tory? 
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MR, WILKINSON: Yes, and this is open 
to inspection by the Inspection Department of the 
Food and Drug Administration under the direct juris- 
diction of the R,C.,M,P. It used to be all R.C.M.P. 
but now this inspection service - they are not 
R.C.M.P. officers but they are specially trained 
inspection officers, When we buy a scheduled drug, 
or anything of that nature, or phenobarbital or 
dexedrine or any of the what is known as PR drugs, 
the purchase is entered in the back of this book. 
The sale we no longer have to enter but we go 
through the same procedure to fill a prescription 
and take responsibility that it is correct. 

When we sell a poison we just enter 
the sale of it in here (indicating) and one of the 
anomalies of poison selling is that mmy of the 
poisons can be bought in a hardware store with no 
records kept but if a druggist sells it he has to 
keep records and have them inspected each time by 
inspectors. 

MR, BRYDEN: Do you have to keep a 
record of your purchases of the poisms or just 
of your sales? 

MR, WILKINSON: Just sales. Purchase 
records are kept at the - available through the 
wholesale offices. We often have people question 
the propriety of our 75-cent dispensing fee and we 


have a little saying in our store that sometimes 
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antl 





has made the odd enemy but when the price of a pres- 
cription and the dispensing fee is questioned we 
offer the patient the medicine free if they will 
come in and fill it themselves and this is an offer 
that we will make to anyone at any time. 

If anyone objects to the price that 
we charge for our services to professionally fill 
a prescription, if they will come back into the 
dispensary counter and will find the medicine and 
will fill it and then have the courage enough to 
take it, they can have it for no charge at all and 
we have never had a taker for this. Sometimes we 
get a person annoyed. They think we are being 
facetious. We are not. I am deadly serious. We 
have never had a taker but we still stand ready to 
make good. 

MR, WHITE: No charge whatsoever? 

MR, WILKINSON: No charge whatsoever. 
The merchandise, everything free. All you have to 

| do is come in to the dispensary, read your own 
prescription, fill it yourself and if you have got 
courage enough to take it, you can have it. 


MR. WHITE: I am surprised all the 


pharmacists in Windsor don't all deal with you. 
MR. WREN: Do you dispense any liquor 
there? 


MR, WILKINSON: Well we believe the 





workman is worthy of his hire and somebody has to 
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pay us. 

MR, RICE: Are there any further 
questions Mr. Chairman? 

THE CHAIRMAN: I don! & believe so. 
Mr, Wilkinson, on behalf of the Committee I do want 
to thank you for your second trip here and I am 
sure that your information will be most helpful to 
this Committee. You have been very gracious. 
Thank you. 

MR, WILKINSON: Thank you sir. 

THE CHAIRMAN: Nothing further Mr. 
Rice? 

MR, RICE: Nothing this afternoon 
Mr. Chairman. We have the general lineup for 2 
o'clock tomorrow. 

MR, BRYDEN: Mr. Chairman is the 
hearing scheduled for Friday? 

THE SECRETARY: No hearing is 
scheduled for Friday. I suppose we should say 
there is no hearing Friday if we get through the 
four of them; unless we bring somebody back in 
the morning. I think there are not too many 
briefs going to be here. Some of it is verbal. 
I think we can get through. 

THE CHAIRMAN: The hearing is 


adjourned until 2 o'clock tomorrow afternoon. 


--- Hearing adjourned at 4 p.m, 
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--- On resuming at 2.15 p.m. 


THE CHAIRMAN: Gentlemen, this after- 
noon we have an agenda which could be lengthy, and 
anything I say iS not to be interpreted as suggesting 
that anyone curtail the evidence in any way, but it 
is our hope that for the convenience of the witnesses, 
and of some of the members of the Committee, that 
this evidence might be concluded this afternoon. 

We have Mr. John Mackay of the Peter- 
porough Civie Hospital, which is a group B hospital, 
Mr. Kerzner who is an associate of Mr. Murray Rubin 
at the Vanguard Pharmacy, and I believe that was the 
organization which deals in the filling of prescrip- 
tions by mail. 

Mr. Jeffreys of the Honest Ed's organi- 
zation, and Mr. Englander, who is the president of 
Honest Ed's Pharmacy Limited. 

Now, Mr. Rice, would you like to 
proceed. 

MR, RICE: We will call Mr. John Mackay. 
Would you tell this Committee your full name please? 

MR. MACKAY: John Mackay. 

MR. RICE: What is your occupation? 

MR. MACKAY: I am a superintendent at 
the Peterborough Civic nsdbital, 


MR, RICE: How long have you occupied 


that position? 
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MR, MACKAY: I have occupied that posi- 
tion for four and a half years as superintendent. 
MR, RICE: What did you do prior to 


that time? 

MR, MACKAY: I was in Lethbridge, 
Alberta, superintendent of the Lethbridge Municipal 
Hospital for five years. 

MR, RICE: And prior to that? 

MR. MACKAY: I attended the University 
of Toronto and a post-graduate course in hospital 
administration. 

MR. RICE: Does that sum up pretty 
well your association with hospitals? 

MR, MACKAY: One year prior to that I 
was with a children's hospital on the West Coast, 

MR, RICE: Have you always been in 
these hospitals in an administrative capacity? 

MR, MACKAY: That is correct. 

MR, RICE: I understand that you have 
a brief on behalf of the Peterborough Civic Hospital, 

MR, MACKAY: Yes sir. 

MR, RICE: Would you proceed with that 
please? 


SUBMISSION OF PETERBOROUGH CIVIC HOSPITAL 
GROUP "B" HOSPITAL 


Appearance: Mr. John Mackay, Administrator 


MR. MACKAY: The following brief 
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Procedures and Practices in-effect atthe 
Hospital Pharmacy of Peterborough Civic Hospital. 

In the preparation of this brief, the 
same general headings are used as suggested by the 
Association's letter of May 19, 1961 -- this is the 
Ontario Civic Hospitals Association, In addition, 
the location and physical area may explain the rea- 
son for certain practices\in effect. These, euiress 
fore preface the brief. 

Location of the Pharmacy Department 

The Pharmacy is situated on the first 
floor of the hospital, immediately adjacent to the 
Central Storage Supply, Admitting, and Emergency 
departments. The department is located approximately 
50 feet from the central passenger and service ele- 
vators, 

Physical Area 

The department is composed of three 

adjacent rooms devoted to procedures involving 
solution mixing, dispensing, and manufacturing 
of preparations used in the hospital. 

The total area is 640 square feet. 

The pharmacy department is supplemented 
with a storage area, located in the basement floor 
beneath, This will be dealt with later in the brief. 
I. METHOD OF DRUG PURCHASE 
I.1. Purchasing Policy 


No written hospital policy on drug 
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purchasing exists. However, over a period of ten 
years, a workable policy has evolved based on the 
needs of the medical staff, the advice and sometimes 
necessary financial curbs imposed by administration, 
tore thee with the chief pharmacist's knowledge as 

to quality, quantity, sources of supply, and cost 

of drugs. 

Lec. Procedure for Drug Purchases 

The hospital has an established Purcha- 
sing Department with a Purchasing Agent through whom 
all Requisitions for purchases are funnelled from 
all of the various departments. 

Purchase requisitions involving sums 
over $100.00 dollars must first be approved by the 
Superintendent. However, in the case of drug purcha- 
ses, because of the chief pharmacist's knowledge of 
prices and the budget of the department, this proce- 
dure is the exception rather than the rule. 

While the Purchasing Agent places the 
actual order for drugs to the various suppliers, the 
orders are a result of specifications, quantities, 
and prices supplied by the chief pharmacist. Thus, 
it is really the knowledge and experience of the 
Chief Pharmacist that governs actual drug purchases 
rather than that of the Purchasing Agent. 

The purchase procedure involves the 
following steps: 


(a) For all purchases of drugs, the 
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purchase requisition is originated by the Chief 
Pharmacist in duplicate. The purchase requisition 
bears the name of the supplier, quantity of drug to 
be purchased, name of the product, strength of pro- 
duct, and price, 

(b ) The original of the Purchase 
Requisition is passed to the Purchasing Agent, The 
copy is retained by the Chief Pharmacist for checking 
purposes when the actual order is received. 

(c) The Purchasing Department copies 
the information on a pre-numbered Hospital Purchase 
order in triplicate exactly as written by the Chief 
Pharmacist on the Purchase Requisition. Prices are 
also included on the Purchase order. 

The Purchase order form bears the 
following wording at the bottom "I certify that the 
articles or materials being purchased hereby are for 
the sole use of the Peterborough Civic Hospital and 
are not in any case for resale", The Purchase Order 
is dated and signed by the Purchasing Agent before 
being mailed to the supplier of the drugs. The 
Hospital therefore is not required to pay Sales Tax 
for its drug purchases, 

(ad) The original of the Purchase 
Order is mailed to the supplier, A copy of the 
order is sent to the Receiving Department. The 
second copy is retained in the Purchasing Depart- 


ment. 
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(e) Orders for drugs, depending on the 
quantity involved, are sent to the hospital from the 
suppliers usually by railway express, truck transport 
or mail. The hospital is generally required to pay 
for the transportation upon receipt of the order. 
Such charges thus become part of the cost of the 
drugs. 

(f) Drug orders arrive at the hospi- 
tal's receiving department. The receiving depart- 
ment unpack the orders and check the items against 
the duplicate copy of the Purchase Order. Any 
shortages, damaged or incorrect items are noted and 
the information passed to the Purchasing Agent for 
necessary action. 

(g) Receiving Department takes the 
items to the Hospital Pharmacy. 

(nh) The Chief Pharmacist checks the 
items against the copy of the Purchase Requisition. 
Any shortages or incorrect items are noted. 

(1) The items are placed in stock. 

If the order is for large quantities of each item, 
sufficient quantity for daily use is retained in the 
Pharmacy and the remainder placed in the Storage 
Area on the floor below. 

(j) Invoices sent to the hospital 
from the supplier are passed to the Purchasing 
Agent who checks them against his Purchase Order 


copy and certifies that the invoice is correct or 
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incorrect as the case may be. 


1.3. Narcotic Purchases 


The procedure for purchasing narcotics 
is, in the main, similar to the procedure outlined 
before but with a few exceptions as follows: 

(a) The Chief Pharmacist when origi- 
nating a Purchase Requisition for a narcotic order, 
also completes a "Narcotic Order Form" printed by 
the hospital. This form bearing the Chief Pharma- 
cist's signature, must in addition to. the Purchase 
Order, accompany all purchase orders sent to any 
supplier of narcotics, Without this signed Narco- 
tic order .form, no.order will be filled by a 
supplier. 

The Narcotic Order bears the date of 
origination, the supplier's name, the quantity and 
name of the narcotics together with the pharmacist's 
signature, 

This is required by the Opium and 
Narcotic Act 1954, and authorizes the supplier to 
send narcotics to the purchaser, The supplier must 
keep a record of all narcotics supplied and to whom 
they are sent. 

(bo) The Chief Pharmacist, upon 
receipt of the narcotics, checks the quantities 
against the copy of the purchase requisition. Upon 
determining the quantities to be correct, the pur- 


chases are entered in the back of the Narcotic 
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Record supplied by the Ontario College of Pharmacy. 
The record of the purchases also notes date of 
receipt, name and quantity of the narcotics 
received, name and address of supplier and the entry 
is signed by a registered graduate pharmacist. 

Such records are required by virtue 
of the Opium and Narcotics Act, 1954. 
1.4, Local Purchases from Retail Pharmacist 

Purchasing from local retail pharma- 
cies is kept to a minimum and involves an average 
cost of $21.00 - $28.00 each month. 

Total yearly purchases from a local 
retail pharmacy were: 


1959 - $250.82 for a monthly 
average of $20.90 


1960 - $330.73 for a monthly 
average -of $27.73 


Such purchasing is only undertaken 
because an item may be temporarily out of stock 
or because it may be a new item being introduced 
to the market. 

Purchases from local retail sources 
involve the same procedure as outlined above excep- 
ting thatthe Chief Pharmacist usually places the 
order with the retail pharmacy by telephone. The 
order is then written by the Chief Pharmacist on a 
Purchase Requisition and marked "Confirmation only" 
so the order will not be duplicated by the purcha- 


sing agent. 
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Since such purchases are few during 

the course of a month, the Purchasing Agent maintains 
a single "open" purchase order and records the items 
as they occur from the Purchase Requisition, At the 
end of the month, the Purchase Order is closed. 
Such a procedure obviates the necessity of origina- 
ting several purchase orders for small items in the 


course of a month. 













¢ i : : 
v. a? > 


.OT.1 .09 8 a8UOHaMOTS, ore BsuDMA LY 










a 


<p | @@baub wet eas esaerotuq rove sont.) yyue broek 


vier > 
| antsdaten tnegA gatesdoiwd end ydtnom 8 to eexyoo orld | 
ef : 


emeti edt abtoost bos tebio sesdoisq "nego" elsntea s 
a. edt tA .Sottietyped sesdorwd sat anatt Vicia yed? as 
| -beaolo at teb10 sasdo md st inom ort to bre 
-saigito to yilaeasoen st eotsivde srubesotq 8 dove 
edd mi amet [Iswa tot erebio easdoivq [sieves gatd 


,diimom 8 to satyoo 


* 
“_ ; 
{ 
{ 
== 
by 
a 
— 
! 
Vy 
\ 
" 
A] 
af 
t; 
Lesed 
! f im i \ 
J j 
| 
‘ 
5 
¥ a’ 
|i 
iy 
' ' 
| \ 
| # 2 I 
te 
ii 
| Tene Lee Tee Te, ! 
*i ® oa) A Te, Gai ae Bi) A am i 


'q aa? ~ - <= a _ Ff : 
-q a al 4 wie ' Sener 


sw eho Sadz of 
/ — , 






1 :) 


al ve 7 i aene het ie x Vehh ' ead ES cos Ae 
“, TaoRs > AE” | jesmigorcaes:: 
i nn c | : 
i 
eh : nh 
et w | | ; 
ye 






i: 





ae a” 


ANGUS, STONEHOUSE & CO. LTD. Mackay 2611 
TORONTO, ONTARIO 





B/BL/ The retail pharmacies give the hospital 


a 25% discount on drugs used to fill patient's 
Preséerrptionss 

The retail pharmacy from which purchases 
are made,is nevey cha reed? 

pe pres urchased.jn Guan iy 

Drugs -WATeM are -usedrirequencuty in 
relatively large’ amotints;"are purchased in’ larger 
quantities to take advantage of extra discounts 
BYrVvVen thy. suppliers onsaquantity,purchases,..- In 
addition, .the handed-costs-of-drigs ‘are reduced 
somewhat due to transportation costs being spread 
evera +preaver Yquanegleys 

since-adequate storage space’ is 
avatVvable;"“quantity"purchases’are possibie’* Because 
the hospital is*not-tocated+near thé’ ready “source 
OY SuUppry-tnat“tnhese @Mn"Persnve ter largerocent res 
en soy, additiome? aerane space is an advantage when 
considering Large ‘quantity “purchases ; 

Drug Discounts - from most direct 
Suppliers (who are also the manufacturers) are 
usually the list price less 40%, less the Sales Tax. 
A few suppliers charge list price less 50%. In 
this latter ingtvemce 410, Sales tax “is “che'rged “and 
would result in approximately the same charge. 

Additional discounts are given by 
most suppliers when certain large quantities of 


Single items or a combination of items are purchased. 
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The discounts given vary with each supplier and are 
not listed for.this,reason.. Such, additional discounts 
serve to reduce somewhat the cost of patient medica- 
tion. 

I.6 Drugs manufactured in the Hospital 

Pharmacy 

ror reasons of economy, ~xpediency. 
and because 29 certain formula “is required by physicians, 
some pharmaceutical products are manufactured in the 
hospital pharmacy. 

In this hospital, approximately twenty 
ivems are produced. that.are_ in frequent use. Such 
items include back lotion (used in large quantity 
for patient back rubs), hand lotion, ointments or 
various kinds, a few cough syrups and solutions. 

yery IITetre- or The pnarmacisia!s, &ime 
is devoted to actual manufacture. 

Because such manufacturing can be very 
time consuming, the hospital pharmacy has found it 
Co be more.economical.to purchase most items. This 
would not be true.in some larger hospitals that are 
eCquipped to carny On .Secervain ronuine of 
manufacturing. 

It should be noted that intravenous 
solutions are not prepared in Ehis,hnospital. Such a 
procedure required a,.special,air-conditioned dust- 
free room, expensive equipment initially, together 


with rigid laboratory testing and controls. One 
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mistake in preparation could mean a life. The hospital 
therefore purchases intravenous solutions from a 


reputable manufacturer who is equipped to do rigid 





tests and declare the resulting products absolutely 
safe for intravenous administration. 


2. Gross Purchases of Drugs for 1958, 1959, 1960. 





In order to” give a better understanding 
of the cost of supplying drugs for patient care, it 
was felt that a section devoted to gross purchases, 
ccst of operating the department, number of personnel 
on the pharmacy staff together with the cost of 
drugs per patient day would be helpful. 


1958 - Gross Purchases of drugs 


totalled $74,045.00 
(including Sales Tax) -------------- 68, O45 .00 
Estimated Sales Tax 6,000.00 
1959 - Gross Purchases of drugs 
totalled 72 ,448.00* 
1960 - Gross Purchases of drugs 
totalled 91,210.00* 


*This total Meure Ley pet ore: any reweeer or 
discounts are subtracted and does not 
ine Wace sales Tax, 

NOTE: The cost of Oxygen and Intravenous Solutions 
is: incladedyin the cost. ofidrugs for the three 
years. 

Peek Pharmacy Inventories 

1958 - $22,233.00 
1959 - $24,507.00 
1960 - $28,496.00 
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Turnover of stock 


From the above figures the turnover of 


pharmacy stock each year would be: 


as 


for patients' 


is as follows: 


These figures 


for employees. 


(ae: 


1958 = 33 times 
1959 - 3. times 


1960 - 3¢ times 
CostnefsDrugs per Patient Day. 


1959 = Total Cost of Drugs $69,773.00 
Actual Patient Days 
(adult & Children) 15,079 
cost ofe drugsr per 
patient day - .93¢ 


1960 - Total cost od Frugs $82,266.00 
Actual Patient days 
(adult & children) 75,295 
Cost of drugs per 
patient day - $1.09 
Prescriptiongefilled, 


The number ofipreseritptionsrfitaled 


medications, excluding Ward Stock, 


1959 - Number of prescriptions 
tilled 39,000 


1960 - Number of prescriptions 
filled 44 460 


dajnot, ingludesprescriptions filled 


Cost of Operating the Pharmacy 


Department for 1960. 


*Indirect Expenses - 1960 


Administration $4,365 ef 


Laundry 15.00 
Housekeeping 1,052.64 
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Physical Plant (heat, light 
water, etc.) $1,431.00 
Depreciation on Equipment LLG.00 
Depreciation on Building 762. 
$ 27 F* 


*Based on quare footage. 


Direct Expenses - 1960 
Salaries $15,360. 
Supplies (labels, 
bottles, etc.) 500. 
Expenses Lio. 
** 
Total $20,741.27, 






for the cost of operating the Department. 


eeO Pharmacy Staff. 
The hospital employs a staff of four 
to operate the pharmacy the staff is listed as follows: 


1. Chief Pharmacist - employed in hospital since 
Sept. 20, 1949. 
O.C.P. Graduate 1934. 
dispenser in Oshawa Clinic 
from Sept. 1934 - to 
Setpember 1949. 
Present Salary $6,000.00 per year. 


2. Assistant Pharmacist - 0.C.P. graduate - 1947 
Experience as hospital pharmacist 


Hospital Pharmacist (Sault Ste Marie) 1945-56 
Retail Pharmacist (Ottawa) 1956-59 
Dispenser (Clinic) (Ottawa) 1959-60 
Employed in civic hospital since 
Sepe. 19, 1960. 
Present Salary $5,400.00 per year. 


3. Pharmacy Helper - 


Education - Jr. Matriculation Grade 12. 
Typing and Bookkeeping. 
Experience - has worked as pharmacy 
helper since leaving school 
in June 1959. 
Salary - Commenced at $41.00 per wee 
1959 Present Salary - $47.00 
per week, 
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Education - Grade 10. 

Experience, - Has worked as pharmacy helper 
since October 1960. 
worked as bookkeeper for 2 years 
before coming to hospital 

Salary ~ commenced at $41.00 per week 

present salary $45.00 per week. 





Lie Analysis of Some Frequently purchased 
Drugs - See Addendum. 





4, Pharmacy Helper - 
3a "Generic" vs "Trade Name” Drugs. 

In evaluating the desirability of 
purchasing generic drugs for reasons of economy, it 
may. be well to first consider what is meant by the 
term "generic" as opposed to "trade name". 

"Generic" drugs are usually thought of 
as those that bear no registered manufacturers trade 
name but, as the name implies, are drugs whose names 
are derived from their cnenical groups or struccures. 
(This implication is that if a drug is purchased by 

"generic" name, the cost of registering the trade name 
research, advertising, clinical assessment, and 

detail men's salaries does not enter into the cost 

of the drug. This is only partly true. The druc had 
to be originally developed by some firm through 
research and clinical assessment. 

Trade name drugs are those whose names 
are arbitrarily coined by the manufacturing drug 
company to designate its products. Such names may or 
may not bear any resemblance to the chemical name of the 


product. Trade names are usually registered and canno 
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be used by any othermanufacturer. Conversely generic 
names can be used by any manufacturer producing the 
chemical and no infringement on a registered name is 
encountered. Generie names ithe reforeyserves only: to 
give a uniform: standardization of drug names. rather 
than aicmultiplicity of trade names for the same chemi 
producs.; 

Regardless. ofedefinitions, athes popular 
understanding to-day of the term "generic" often 
appears to imply the purchase of Sepeeedcd drug 
products from supposedly non-ethical supply: houses:at 
dramatic savings. 


3.I Considerations relative to "generic" 
and "trade name" drugs. 


IR a ra =— 





+ 


(a) Quality control. Ethical manu- 
facturers assume ithe tresponsibility,.for such control. 


For non-ethical supply houses, additional expendi- 


assure adequate quality control 
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would add to the cost :of; generic drugs and reduce 
their ‘attractiveness seconomicalbly. 

Quality standards set by drug manufacturers 
are high by nature ofi:the competition found in, the 
pharmaceutical industry: 

(b) The willingness of the major drug 
manufacturers to stand behind their products. Drugs 
which “have passed their expiry» period are usually 
“eplecdedafree of poharge with a fresh product. 


This doesenot infer that, generic drugs 


Should not: be purchased: Generic products should 
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be purchased, where feasible, but only from recognize 
pharmaceutical manufacturers who employ routine 
quality control in marketing theirproducts. 

The Peterborough Civic Hospital purchases 
a few drug items by their generic names. Such items 
Include; 

Secobarbital (Trade name "Seconal") 


Phenylbutazone B.D.H. (Trade name 
(Butazolidin") 


Prednisone B.D.H. (Trade name "Cortisonp") 


Ascorbic Acid Tablets (Trade name 
"Cevalin" -Vitamfin C) 


Epinephrine Solution (Trade name 
"Adrenalin") 


Such purchases of generic drugs would 
amount to approximately a total of $2,500.00 each yea 

While the hospital pharmacist purchases 
most of the drugs’ by trade name, it is generally the 
chemical’ name which influences the purchases together 
WLUhn”’ the best pricé from a reputable Supplier. In 


effect, the’ purchases are "generic" 


in Lil LUeRee , 

3.e@ The Pharmacy Committee, 

With the advent of the Ontario Hospita 
Services Commission plan, Pharmacy Committee's rold 
became more apparent to guide the pharmacy departmen 
in°its©purchasing policy and to institute cértain 
precedures that had been recommended by the hospital 
accreditation’ report. 


The Pharmacy Committee is composed of 


a@iphysician from the Service of General Practice as 
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Chairman, a physician from the Service of Anaesthesia, 
@ physician from che™ service oF -medteine,~ cne-chneif 





Pharmacist as secretary of Committee, and the Assistan 
Superintendent who is an ex-pharmacist. 
The Committee has accomplished the 

following: 

(a) Instituted with the approval of the 
Medical Staff, automatic stop orders for drugs. Under 
this system, cértain-classifications of drugs are auto 
matically discontinued after a certain period of time 
necessitating the physician re-ordering the drug if 
he wWiehnes iv continued. ‘Inis preceture is only 
followed when directions for certain drugs are "open" 
Viz there is no déLinite length of time states for 
the administration Ola Grue. For example, an order 
Caliinge for chicrowycevin vo we eiven every six houre 


' would automatically 


but not stating "for five days,' 
pe discontinued 40 the end or Tour days 11 Une 
physician wished the drug to be’ given for -a total 

Of tive days, ne would re-order tne drug for “One more 
day. olen procedure avoids Une piving “Or aruge over 
longer periods than were intended by the physician 
and act as a reminder to the physician. Automatic 
stop orders guard the safety of the patient where 
Grugs, @iven over an "extended pericd of tine, tould 
be injurious. 


For further information, the Automatic 
Stop Orders as approved by the Medical staff are outlined 


below. 
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B/dpw The time limitations were set up by 
the Pharmacy Committee for the various classifica- 
tions of drugs as follows: 
After 48 hours 
Narcotics 
Anticoagolants 
Ergot 
After 96 hours 
Antibiotics 


Chemotherapeutic Agents 


Narcotic analgesic combinations 
including 


Cough Syrups 


Barbiturates, tranquilizers 
and hypnotics 


Corticosteroids 
Butazolidin 
(bo) Instituted with the approval of 
the Medical Staff, the use of the Metric system of 
weights and measures in the hospital, Since most 
medical literature and the majority of manufacturers'! 
drug labels now indicate the strength and dosage of 
a drug in both the Metric System and Apothecary's 
system, it was deemed advisable to use the Metric 
System, The Metric system of weights and measures 
is used internationally. 
(c) With the approval of the Medical 


Staff, instituted a procedure whereby new antibio- 


tics, being introduced to the market, are placed 
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on a restricted use list. The restricted uses of 
certain antibiotics precludes the possibility of 
certain bacterial organisms building up an immunity 
to the drug through routine or indiscriminate use 
as in the case of penicillin. 

When other antibiotics fail to elimi- 
nate a bacteria, the physician may apply to the 
Pharmacy Committee for a release of an antibiotic 
on the restricted list, Such a procedure provides 
the physician with an additional medication that 
as a rule, gives immediate effective results. 
Antibiotics on the restricted list are therefore 
only used as a last resort. 

(d) Formulary. The Pharmacy Commit- 
tee have at the present time recommended to the 
Medical Staff the adoption of the formulary system. 
Under this system, drugs are ordered by the physi- 
cian preferably by their generic name, They can 
be ordered by trade name. The drug supplied will 
be of identical chemical composition quality and 
strength and will fulfill the generic requirement. 
The drug supplied however, may not necessarily be 
one of the same trade name. 

There are certain legal aspects of 
this system which must first be satisfied before 
such a system can be introduced. The main point 
is that written consent must be obtained from each 


individual doctor to authorize the hospital pharmacy 
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to supply drugs identical to those requested but 
not necessarily bearing the same trade name. 

The formulary system's main advantage 
is in endeavouring to avoid the stocking of dupli- 
cate items. Duplicate items while bearing many 
different trade names may be all generically (or 
chemically) similar, The formulary system should 
therefore provide a more economical provision of 
medications for patient use and influence the reduc- 
tion of pharmacy inventories. 

At the present time, the Medical 
Staff of this hospital are discussing the adoptim 
of the formulary system, It is therefore not, as 
yet, in effect in this hospital. 

Due to lack of facilities, equipment, 
time, and technical skill required, this hospital 
does not undertake quality testing of drugs. From 
an economical standpoint it is impractical for all 
but the very largest hospitals to undertake such 
testing. 

By experience, any pharmacist is 
aware that the controls for quality, strength and 
clinical effectiveness of a drug have all been 
undertaken by a reputable drug manufacturer before 
the drug is permitted to reach the market, In 
addition, the drug must meet the standards laid 


down by the Pure Food and Drug Act and be passed 
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by that Department before the drug may be marketed. 
The drug manufacturer is therefore relied on to 
control the quality of the drug. 

Chemicals purchased in bulk for 
compounding prescriptions, may have the letters 
"BoP.", "U.S.P." or "NF," after the chemical name. 
The letters refer to the published volumes of drug 
standards known as the British Pharmacopeia, the 
United States Pharmacopeia, and the National Formu- 
lary. These books are recognized authorities on 
chemical and drug standards, Thus, the use of such 
letters is forbidden unless the chemical or drug is 
identical to or surpasses the standards laid down 
by these authoritative works, The use of such 
letters on a drug label automatically obviates the 
need of testing for quality. 

| The distribution of drugs in this 
hospital entails consideration of the following: 

5.1 Medications for patient use 

5.2 Ward Stocks 

5,3 Narcotics 

5.4 out patient Medications 

The following procedure is in effect 
in this hospital for supply in drugs for use by 
individual patients: 


(a) The physician writes an order 
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for a drug directly on the patient's chart together 
with directions for giving the drug. Each order for 
a drug must be signed by the physician. 

(6) A nurse copies the name and 
strength of the drug onto a pharmacy requisition 
form, ordering only a three day's supply. The name 
and room number of the patient appears opposite the 
drug. The requisition may bear a list of medica- 
tions for as many as 15 patients. 

The nurse making out the requisition, 
Signs it upon completion, 

(c) The requisitions are sent each 
morning along with the pharmacy box for Ward Stock 
to the pharmacy. During the day, as medications 
are ordered for patients, the resulting drug requi- 
sitions are sent at once to the Pharmacy Via a 
pneumatic tube system. 

(d) Upon receipt of the Pharmacy 
requisition, only certified pharmacists dispense 
the required drug. In labelling the drug container 
the name and room number of the patient appears 
together with the actual name of the drug and its 
strength, No directions are included on the label, 
Such directions are the responsibility of the medi- 
cation nurse and are obtained from the doctor's 
written order on the patient's chart. 

(e) When the medication has been 


dispensed, the Pharmacy Requisition is checked and 
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Signed by the pharmacist who dispensed the medication. 
The completed requisition is priced, at cost, by a 
pharmacy helper and sent to the Business Office. 

(f) Such patient medications are not 
numbered as is the case with prescriptions in a 
retail pharmacy. 

(g) Pharmacy requisitions are retained 
for six months and then destroyed. 

(h) Patient medications, so ordered 
in the morning, are returned to the nursing floor 
via the ward pharmacy box, At other times of the 
day, small packages may be sent to ‘iti eames floor 
via the pneumatic tube, if feasible. Breakable 
items are picked up at the Pharmacy by a ward clerk, 
orderly, or a nurse, 

5.2 Ward Stocks 

Ward stock drugs are certain supplies 
maintained on each ward as routine stock. They 
include such items as aspirin tablets, milk of 
magnesia, Lysol solution, etc. Ward stock items 
are those that are usually inexpensive and used in 
considerable quantity. 

In this hospital, each ward has a 
pre-printed Ward Stock list noting the quantities 
in which the stock is supplied. Opposite the list 
are calendar date columns sufficient for one 
month, 


(a) Beneath the applicable date and 
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opposite the name of the Ward stock item, the 

required number of units of an item is noted. 

(ob) Each morning, the Ward Stock 
Book, appropriately marked, is sent to the Pharmacy 
in the Ward pharmacy box together with the empty 
containers for refilling. Discontinued patient 
medications are also returned at this time. 

(c) The items noted in the Ward Stock 
Book under the date column are returned to the 
nursing ward via the ward pharmacy box. 

(d) At the end of each month, the 
sheets are removed from the Ward Stock — priced 
at cost, and sent to the Business Office, 

(e) The cost of Ward Stock is 
charged to the applicable nursing ward to obtain a 
truer picture of costs entailed on each Nursing 
Ward. 

Note: Ward Stock liquids range in quantity from 
four ounces to one gallon, depending on the 
amount normally used. 

Ward Stock tablets are usually dispensed in 
twenty-fives or fifties, 

(a) Patient Medications discontinued 
because of discharge, death, or change in medicatim 
are listed on a credit sheet on the Nursing Ward. 
The Credit Sheet indicates the name and room number 


of the patient together with the name and quantity 
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of drug being returned. 

(ob) The Credit Sheet together with 
the discontinued drugs are returned to the Pharmacy. 

(c) The Credit Sheet is priced at 
cost and subtracted from the Ward charge to give a 
truer cost picture of supplying medications to the 
Nursing Ward. 

(ad) Unused quantities of tablets 
and capsules are returned to stock for future use. 
Since medications are handled aseptically by the 
nursing staff and not by patients, there is no 
fear of cross infection or contamination. 

(e) Unused portions of ointments, 
eye drops, nose drops and ear preparations for 
topical use are discarded to eliminate any possi- 
bility of cross infection. 

The cost of such discarded drugs is 
approximately eight dollars a month. 

5.3 Narcotics 

Narcotics must be very carefully 
guarded and therefore require considerably more 
control. The procedure in effect in this hospital 
is as follows: 

(a) Yanentdcastither tn ampoule 
form or tablet are issued in quantities of twenty- 
five. 

(ob) Narcotics are issued to each 


Nursing Ward as stock, that is, not on individual 
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prescription unless a considerable quantity is to 
be used for a single patient. 

(c) A separate narcotic sheet accom- 
panies each narcotic item to the Nursing Ward. 
Narcotics are picked up only by graduate nurses and 
signed for at the time of receipt. 

MR, FULLERTON: Excuse me, that $8.00 
a month, is that per patient? 

MR, MACKAY:) That is in toto, sir. 

MR, FULLERTON: In toto, 

MR, MACKAY: (da) In order to replenish 
a narcotic item, the narcotic sheet together with the 
empty container is returned to the Pharmacy. The 
Narcotic Sheet lists the names of patients receiving 
the narcotic, how much they received and is signed 
by the nurse giving the medication to the patient, 
Thus, every tablet and ampoule: must be accounted 
for. 

(e) When the pharmacy issues a new 
supply of a narcotic to a nursing ward, a new 
Narcotic Sheet is made out noting the name of the 
Nursing Ward, the name of the narcotic and the 
quantity issued, The pharmacist issuing the narco- 
tic signs the sheet, Also noted on the sheet is 
the number of the completed narcotic sheet that 
the new one is replacing. This enables a conti- 
nuity check to be accomplished. 


(f) When the graduate nurse picks 
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up a narcotic from the Pharmacy she must sign off 
the completed narcotic sheet and gabe, the new narco- 
tic sheet after first ensuring the quantity of 
narcotic she is receiving is correct. 

(g) Upon returning to the floor, 
narcotics are kept in a locked cupboard. 

(nh) Completed narcotic sheets are 
filed in the pharmacy. In addition, a perpetual 
inventory sheet is kept by the Chief Pharmacist 
on every narcotic item. Thus, when a quantity of 
narcotic is issued, the quantity is noted on the 
applicable narcotic sheet, At all times the quan- 
tity balance of the narcotic remaining on the per- 
petual inventory sheet must agree with the actual 
quantity on hand. The stock is therefore checked 
three times weekly by the Chief Pharmacist to 
ensure such is the'case, 

(i) In the Pharmacy, stocks of 
Narcotics are kept in a locked safe, 

(j) On the Nursing Ward, whenever 
the nursing shift changes, the nurse coming on 
duty must count the narcotic tablets and ampoules 
in the presence of the nurse going off duty to 
ensure the correct quantity of narcotics is pre- 
sent, The nurse coming on duty then signs for 
the narcotics and the responsibility for their 


care is transferred to her. 
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Wasted or Contaminated Narcotics 

When a narcotic ampoule is broken or 
Spilled on the ward or a tablet is contaminated, 
the person responsible for the misfortune must sign 
a narcotic wastage slip giving the date, the name 
of the narcotic, the exact quantity spoiled, and 
Sign the slip. She must then have the slip co- 
Signed by the nurse in charge of the ward and send 
the slip to the Nursing Office for their action and 
discipline. 

The Narcotic Slip is passed to the 
Superintendent for his information. He initials 
the slip which is passed to the Chief Pharmacist 
who retains all slips in the locked safe until seen 
by a Federal Narcotic inspector and permission 
given for their disposal, 

In this manner, every narcotic tablet 
and ampoule is accounted for. 

5.4 out Patient Medications 

The hospital has no organized Out- 
patient Department. 

Any person coming to the hospital 
for treatment does not receive any medications 
from the pharmacy to take home. 

The attending physician in this 
instance writes a prescription and instructs the 
patient to have it filled at the retail pharmacy 


of his or her choice, 
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the Hospital for drugs 


Since the advent of the Ontario Hospi- 





tal Services Commission, necessary medications for 
inpatients are no longer charged to individual 
patient accounts. The daily rates approved by the 
Commission is an all-inclusive rate that includes 
necessary drugs for the treatment of the patient. 
In order to produce a comprehensive 
picture of the cost of supplying drugs to the 


various nursing wards, all requisitions for patient 





drugs, re stock sheets, and narcotics are costed 
and charged against the Nursing Wards and depart- 
ments concerned. 

6.1 Procedure re Inpatients! Drugs 


(a) All requisitions for inpatients' 





6, Accounting - Charges to Public and Patients by 
drugs are priced at cost, each day, by a pharmacy 
helper and sent to the Business Office, 

(b) The Business Office notes the 
total costs from the various drug requisitions 
and enters them against the applicable nursing ward 
or department on a spread sheet, 

(c) Each month a total is taken of 
the breakdown to each Nursing Ward and department 
to give a true cost picture of supplying drugs for 
the month. 


(d) Each month all the sheets from 


each Nursing Floor's Ward Stock book are priced 
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at cost and charged to the applicable nursing ward 


and department, 


(e) A yearly total of all charges 


recorded against every Nursing Ward and Department 


produces a total cost of supplying drugs for 


patient use for the year. This figure divided by 


the total patient days (adult and children) for 
the year results in a cost per patient day of 
supplying drugs. 

6.2 Outpatient Charges for Drugs 

The hospital has no established 
outpatient department, Therefore no outpatient 
drug charges result except in a very few cases 
that are not covered by the Ontario Hospital 
Services Commission where the injury treated was 
not the result of an accident. 

In such rare instances the out- 
patient is charged the hospital's cost of the 
drug plus 10% since no Sales Tax is paid on the 
drug by the hospital. All such transactions are 
on a cash basis, 

No drugs are dispensed for an out- 


patient to take home. 
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D/PE/h} 6.3 Drugs for Employees. 


It is the hospital's policy to supply 
drugs on prescription only to its employees at cost 
plus 10%. 

Only bona fide prescriptions written 
by a recognized physician are filled for employees 
and their immediate family (ie) a married nurse is 
allowed to obtain drugs for her son, daughter or 
husband. No other relatives are @ligible«a This:is 
a fringe benefit extended by the hospital to its 
employees. 

Requests by employees for such 
non-prescription items as aspirin, ferrons sulphate 
tablets, milk of magnesia etc. are refused. Only 
drug items on prescription will be supplied by the 
hospital pharmacy. 

6.4. Drugs for Nursing Students. 

Nursing students are supplied drugs 
on a courtesy basis on prescription only. While a 
charge of cost plus 10% is made for drugs. for a 
student nurse, the charge is written off at month's 
end as an allowable cost by the Commission against 
the School of Nursing. 

Ts Physicians! Responsibility for Ordering of Drugs 

Drugs for inpatient use can only be 
Supplied by law on the written order of the physician. 


This places any responsibility for medical management 


of the patient on the physician. 
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The physician's signature authorizes 
the pharmacist to supply the drug requested and further 
authorizes the nurse to administer the drug in the 
dosage written by the physician. 

Telephone Orders for patient drugs 
to the Nursing Floor must be given by the physician 
himself to a graduate nurse who takes down physician's 
order for drug and its dosage verbatim. The nurse 
then indicates the order was telephoned and initials 
it. On his next visit to hospital, it is the respon- 
Sibility of the physician to sign (thus confirming 
the correctness) the telephoned order. 

Theréfore, it is only the physician 
who can be responsible for ordering necessary drugs 
for the care of his patient. He accepts full 
responsibility for all drugs required in the care 
of his patient. 

8. Physicians' Awareness of cost of drugs prescribed. 

It can by truly said that 90% of 
prescriptions written by physicians at the present 
time are for Trade Name Specialties produced by a 
drug manufacturer. bi eee aes that require com- 
pounding are becoming the exception rather than the 
rule. Only twenty short years ago this picture was 
the reverse. With the general public demanding 
faster service and convenience, drug products 


conveniently prepared and packaged, quickly gained 


predominance in the pharmacy. 
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At the present time with an average of 
five new drug products being introduced on the market 
each day (1825 a year) it becomes an impossibility 
for the physicaan to reméember.the price of .every.drug 
he, prescnibes, . voheer.numbers,of products ,.precludes 
his dolng.so. 

When @& new product is being introduced 
bo.the. physician py @.drug detail man, itis usual 
to gloss,over this question. Since cure of the patients’ 
illness is uppermost in the physicians mind, resuits 
obtained from a, drug.are his primary consideration. 
Price may, be, secondary. as .long.as the anticipated 
results are obtained. 

While the physician may know the prices 
of.a.few individual items, he seldom.realizes the 
total cost of supplying. drugs. to.patients in hospital. 
ounce. the patien’, is, no, longer.billled.for drugs and 
does not .require to discuss. the price, of hi18, drugs 
Supplied.in hospital with his physician, the cost of 
drugs in hospital would now appear to be even less 
of a consideration.by the physician. Results are the 
paramount consideration. 

9.. Storage, Obsolescence and Wastage of Drugs. 

9.1 Storage - Supplementary storage 
of surplus drugs, not presently required in the hospital 
pharmacy, is located on the floor beneath the pharmacy 
The storage area, 15 ft. x38 ft. (570 square feet) 


is kept at an ideal storage temperature of ro ~ 75° 
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CO prolong shelf life of drugs and reduce obseréscence 


Temperature control is maintained with a window air- 





conditioning unit. 
The store-room is kept locked at all 
times and is accéssiblé only to members of the 


pharmacy staff: During the événing and night hours, 








the night) nursing supervisor rétains a key to the 
pharmacy and stores in the event of an emergency. 
The hospital pharmacist is also’on call in the event 
of an emergency during the evening and night hours. 

The storage room is supplied with an 
adequate number of storage shelves. Such ample storag 
€énablées the aapazy phates bes when making drug purchas¢s, 


CO take advantage of reduction in price through large 





quantity purchases of drugs in constant use. 
Pharmacy storage. In the hospital 

pharmacy proper all biologicals, insulins, and 

other perishable drugs-are- kept in a 12 cubic foot 


refrigerator. 





Narcotics are stored in a locked safe 





in the pharmacy. The combination is known only by 
the two hospital pharmacists who are responsible for 
the stock. 

The pharmacy is well ventilated and will 
have a window air-conditioning unit installed this yeay. 
Drugs Will not be subjected Vo the accelerated 
Obsolescence with summer temperatures. 


The pharmacy is locked when the staff ar 


ysxosM 





Fe obese ely Soubsr bas eaurb to stil tLleda anolorq od 
-r1is wobaiw 8 ddtw bentstatem et fordnoo siutseroqmeT 
Siow antnordtbnaos 
Ifs %8 bexool dqen af moot sid ent > om | 
edt to avsdmem ot yino wiieMedond at bas eomid 
.etvond tdatnan bas anitneve eat goived Vttreda elite | | | 
sit od yeN Ss anfister roetvreque yntarun Hain edd 
.yoregroms as to daeve erd nt esrose boas yosnmeng 
tnreve edd af [f{s0 no oals ef tetosmredq [etiqeod sAT 
a atioly tigin base gninsve sad yatrub Yorexgrsms ns to 


ns didtw botiqque at moot sgsrote onT 




















pgsiove slqms dov@ .asviede exsrode to Yedmun stsupebs 


CO 


<apesnoryg surb gntnem norw .tetosmrend tetdd ont eefdsne 
esgiei dgvortdd sottq at noftoubst to sga¢nsvbs sist of 
Say dnstenoos at egurb to @e9eedoryq yttdneup 


- 


isdviqaod sdt ni .sgstode yosmrendd ? 
bas ,@ativent alsotgolotd [fs reqorg Yyosarsniq 
Joot olduo Sf es at tqow ers agurb sldsdetrsq teddo 
.rodvsreg iy ter 

otse hbsxool & nt berote sts esotdoorsy 
yd yino mwonN et moftsnaidmoo eaT .yosinrsnq odd vt 
10% ol{dianoqasr srs onw atatosmrenq Istiqaon ows sad 
-Moode ont 

|iftw bas bedeltinev ffow at yosttredq odT 
.eeBey aidd belfedant dinw gntaolttbnoo-tts wobntw 8 svsn 


bsterefsoos sit o¢ botostdue sd son IL fW eguita 






.estudsregmad iacammileeesbesiont => nin 


3 18 Tista odd nodw bexoof ef roe? ae 
: ' iti 


i ' 






ee Peres he ey Se TA Ly: 


ANGUS, STONEHOUSE & CO. LTD. 2637 
TORONTO, ONTARIO Mackay 





not present. During evening and night hours only the 
night Supervisor has access to the pharmacy to obtain 
drugs. required for patients. 

Qe Obsolescence. 

Most injectable drugs bear an expiry 
date when the drug becomes obsolescent or unfit for 


use. In addition, tablets, capsules, or pills that 





have been in stock for a considerable length of time, 
may become altered as to colour, odour, and 
effectiveness. 

It has been the experience of this 
hospital that when any drug has become obsolescent, 
because the expiry date has been passed or the drugs 


characteristics have altered, the drug is replaced 





without question or charge by the manufacturer. The 
hospital has never suffered any expense due to loss 
of drugs by obsolescence. 

9.3 Wastage. 


Drug wastage in the pharmacy of this 





hospital is practically nil. Any wastage that does 


occur is intentional to prevent cross infection. 





As was previously indicated, all unused 
portions of eye drops, eye ointments, nose drops, or 
ear drops and ointments returned from a patient floor 
are destroyed at once. This is to prevent cross 
infection, since the media provided in such drops 
or Ointments is an ideal incubation material for 


germs introduced into the drug by contact. 
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The cost involved in discarding such 
drugs amounts to approximately $100.00 per year. 

Some wastage is aroemensed through 
accidental breakage of containers or spilling of 
drugs. The cost of such accidental wastage has never 
been accurately assessed and has been considered 
nesligipie. 


10. Relationship of Drug Detail Men to Physicians 
and Hospitals. 


New drug products are introduced to the 
market through detailmen or salesmen employed by the 
drug manufacturer. It is the job of the salesman 
to create a demand for the new product through 
prescriptions written by the physician., The detail- 
man therefore concentrates his initial efforts on the 
physician followed by contacts with the retail and 
hospital pharmacies. 

7 The Peterborough Civic Hospital en- 
forces a rigid policy concerning detailmen. They 

are not allowed to contact physicians in the hospital, 
including the doctors' lounge and library. Some hos- 
pitals permit the detailman to erect temporary 
displays in the doctors' lounge. Such displays are no 
permitted in this hospital. 

Detailmen are not allowed to contact 
nursing personnel on the patient floors nor in any 


of the departments such as Emergency, the Operating 


Room or the Central Supply Room, 
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petailmen deal exclusively with the 
Chief Pharmacist and the Purchasing Agent. The 
detailman leaves any information (pamphlets, brochure 
etc.) and samples with the Chief Pharmacist. If the 
product has already been. requested. by members of the 
Medical Staff, the Chief Pharmacist will give the 
detailman a Purchase’ Requisition to obtain a supply 
of the new drug. The detailman takes the Purchase 
Requisition to the purchasing Agent and obtains a 
Purchase ‘Order signed by the*Purchasing Agent. This 
he sends to.his parent company. The supplies are sen 
to the hospital within a few days. 

Thus, in this hospital, drug detailmen 
contact only the Dhief Pharmacist and the Purchasing 
Agent. 
net} Group Purchasing. 

| No group purchasing plan exists in this 
area and therefore no comments have.been included on 


this subject. 


QTd .09 8 38UOHAHOTE 2UdHA 
¥ 8N98M OIAATHO ,OTHOROT 





edd détw ylevievloxs [seb nent istsd 
odT ',3negA gatasdoryy sdd bas taflosmrsaT teido 
a, cadeidqmsg) cotdsmrotat yas sevsel nemitsiseb 
| edt tI ,Jdalosmrsdd yetdy edd ddtw eelqmse bas (,o39 
sit to eredmem yd beJasupor seed ybserls asd souborq 
od? evig Ifftw vatosmrsdd totdd ont ,ttsse fsolbem 
yYiqque & aistdo ot aolitlatupsnA sasdotud 8 asmitsiseb 
saedortud edd eendsd gemifsteb eT .gurb won odd to 
8 antstdo bos tnegA xsatasroruq ond ot motttatupeH 
eidT .dne3A gatesdomd edd yd bengte 1reb10 eiartdaire 
base ers aeliqqua ot yasqnos tnereq at of abase orf 
~8ysb west 6 aidtiw ted tqeod edt od 

nemilieteb gud _istiqeod aidd nat aunt 
antesdorsd edd brs Jatosmrers Tefdd edt ylmo Jostnoo 
Ines 
.antasdoryd quord It 

fated af atvetxe nmsiq gatasdorug quotg oM 
mo bebulonat mesed svsed adnemmoo on sro terend bas S918 


-tostdue atdd 





2640 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 





ADDENDUM 





ITIBIOTICSs 
Chloromydetin Capsules 250 mgm. ¢ 
Purchases) 
959 = 91000 capsules = July 22, 1959 = December 29, 1959 = @ $30,62 per 
100 nets 
1959 Total = $2,755.80, 





1960 = 14,500 capsules = January 1960 = December 38, 19603 

(960 Total = $3,275.20. 

Notes 

Due to price reduction the price descended from $30,62 per 100 at 
the beginning of the year to $13.00 per 100 by the end of 1960, 





1961 = Purchases to February, 1961 = Totalled = $390,00 





Notes 
19517 = 8,000 capsules @ $33.66 per 100 = $2,692.80 


1958 = 75500 capsules @ $33.66 per 100 = $2,52).,50 


Strep Dicrysticin (Discrysticin)s 
Purchases } 


i959 = January 9. 1959 = August h, 1959 = 1hO X 25 @ $9.75 for 25 = $1,365.0 
Notes 
IG58 price $10.73 for 25 reduced January 1, 1959 
September 25 —- December 29 = 60 X 25 @ $8.75 for 25 = $ 525,00 














1959 Total « $1,890.00 
Price reduced September J, 1959, 


1960 - January , 1960 = May h, 1960 = 60 ® 25 @ $8.75 for 25 = $ 525,00 
July 01, 1960 = December 1, 1960 = 60 X 25 @ 38,25 for 25 = 1495.00 
1960 Total 3T, 620,60 
Priice reduced July I, 1960. 
Forticlitin Agneous (Penicillin Injectable): 
Purchases\| a We wee * 13° er 
959 = January 1959 = December 1959 = 1,500 vials @ ,27¢ each = $105.00 


1960 = ae 1960 o December 1960 © 1,900 vials @ ,25¢ each = $175.00 
Nolte s 
1956 = 1,100 used = price ,20¢ each net, 


Po Go A. §00 Tablets (Oral Penicillin Tablets: 

Purchases} ° ry | | 

1959 = Jahuary 1959 = December 1959 = 6 X 100 tablets @ 100 @ $12.75 per c. =$14.75 
500 @ $10.00 per c, =$50.00 


_ 4959 Total ae 


1960 = January 1960 = December 1960 = 30 X 100 @ $8.20 per c. = $21,6,00 
10 X 100 @ $5.50 per c. = $ 55.00 
1960 Total $307.00 
Nofes 
1n1957 only  X 100 tablets used @ $14.00 net per c, =.$56.00 
in| 1958 only  X 160 tablets used @ $15.0 net per c. = $61.60 
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ADDENDUM 


ANTIBIOTICSs 
Tatrex Capsules 250 mgm, (Tetracyline)s 


net per t00 = $61,2,60 | 


960 = January 1959 = December 1960 = 28 X 100 capsules 
21 X 100 capsules @ $30.60 





per 100 = $612.60 

7X 100 capsules @ $23.27 
per 100 = $1621.89 
1960 Total 5B05;,49 


NARCOTICS: 
Démerol HCI. Amps. 100 mgm, s 
Purchases: id ein c 1% 
N60 = January 11, 1960 = December 28, 1960 = 19,000 ampoules @ 


$15.86 per 100 =$3,018.1,0 
Rebate on purchases Bo? oe O9D09 
Net Cost @$2,h17 043 
8959 = January, 1959 = December 1959 = 18,000 ampoules @ $158.63 
per 100 =$2, 86215), 
Rebate =$ 134,10 
| 2,28}, Li) 


tG6t = January 27, 196) = March , 1961 =5, 000 ampoules a $15.86 
per 100 =$ 793100 





NOTE 8 
The usage remains fairly constant for each year. 


1957 - 20,000 ampoules = $3,201.40 gross (less rebate) 
1958 — 18,000 ampoules = $3,169.80 gross (less rebate) 
Sdllecttve Depressants (Largactil Tablets 25 mgm. }s 
1959 = January 1959 = December [959 = 6,000 tablets @ $0.00 net 
per 1,000 e$21,0, Op 


1960 = January 1960 = December 1960 = 6,000 tablets @ $10.00 net 
Ae per 1,000 =$2),0, 00 
NOTE s 


F958 = 5,000.tablets used = Price $00 net per 1,000  9$22, 00 


- Sparine Tablets 50 mam o 8 
NG59 = January 1959 = December 1959 = 7 X 500 tablets @ $33,68 


per 500 =$235.76 

1960 = January 1960 = December 1960 = If X 500 tablets = , 
7 X 500 @ $33.68 per 500 $235.76 

lL, X $00 @ $32.50 per 500 $130.00 

; Tota li =$365,7b 


Vesprin Injectable Ampoules | ¢.c. 
[959 = January 1959 = December 1959 = 127 X 5's @ $3,27 net for 5 =$)15,P9 


(960 = January 1960 = December 1960 = 150 X 5's @ $2,78 net for 5 =#$h17,po 
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That concluded my oral submission, Mr. 
Chairman. 

THE CHAIRMAN: It is a pretty thorough 
analysis and report of the situation as it exists in 
your hospital. 

MR. RICE: I believe Mr. Mackay has 
anticipated some questions and I think he has some 
questions and“answers. “Perhaps if’ne-can give them 
to us now, it would probably save some time. 

THE CHAIRMAN: Would you like a rest 
for a couple of minutes, Mr, Mackay? 

MR, MACKAY: No, I am all right, thank 
you, sir. I do have a few questions and answers that 
came out of my attending one of your earlier hearings 
and I thought I would make some notes while attending 
the hearing, so, I jotted them down. 

If you would like me to proceed with 


them. Thank you. 
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Those are the main points that I had 
jotted down. 

MR. RICE: I think that Mr. Mackay has 
covered the field very well, agoat.applies to the 
Peperporougheeivic. Hospital... Have. you, -Mr, 

Chairman, or any member.of the, Committee further 
questions you would like to ask him? 

MR,..ROITER: .1.remembex. seeing in 

yOur briet..] jJust.cannot place it at the moment, 
I gathered that you say that in the pharmacy, now.in 
the hospital there,is very,Little .compounding. In 
other words. che drugs .veuwse are already .enepared 
by the manufacturers? 

MR,,.MACKAY:, .That is correct, sin; 

MR. TROTTER: . Would that cut down the 
services of the ,pharmacist toa large .extent.? 

MR. MACKAY +. Yes.,Lt. cuts -back son <a 
number of things that the pharmacist has to do, and 
that the pharmacist. has heen tmained.in. Much,.of 
the work that our pharmacist, does. dois, I would say, 
of A clerical nature, in putting. cuhathe. puesauipGions 
However, it. 16 a matter of the, checking of the 
packaging, and checking. the prescription to know 
that what is going out is actually as what was ordered 
but the pharmacist. does very little in the way of a 
high knowledge of manufacture or compounding, as 


we generally look ont. 


\ 


MR, TROTTER: Would you say from your 
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experience of the new drugs ‘that have been, coming 
into: the hospital, are they all very much the same? 
For example, you said there were five new drugs 
coming out each day, about 1,825 a year? 

MR. MACKAY: Yes sir. 

MR. TROTTER: Can ,these,drugs,be 
broken down to say about four or five classifica- 
tions, and then within the classification are they 
very much the same? 

MR. MACKAY: Very many of them, yes. 
They do come down in classifications. we have 
recently, within the last three or four months, 
opened an in-patient psychiatric unit, and are 
treating mental disorders in the general hospital 
to a much greater extent than we were before, and 
the drugs used in the treatment in this unit we 
find that we had a terrific number of items in the 
first few months. Now this has been cut back as 
the psychiatrists and internists work on it, and 
see that many are practically the same item. These 
are new drugs developed,over the last two or three 
years. 

MR. TROTTER: You said you are setting 
up a system of formulation for your hospital. How 
many basic drugs do you think you would need? 

MR. MACKAY: I have no idea. 

MR, BRYDEN: May I. ask where you got 


the figure of five new drug products per day? 
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MR. MACKAY: This is a rough guess by 


my pharmacists. 





MRS SRYoOCn: ~ lc’ 1s’ more oY tess Just 
an-estimactves* pased~on- expertrente? 

MR. MACKAY: “That°-is correct’ sir. 

Mie enc rins «Ln yoOurT caper lence Wilt 
the mental patients, have you had any cases brought 
tO your attention where individuals have been 
discharged from a mental hospital, and then sub- 


sequently-returned to a hospital,’ or’ mental hospital’, 





because they were notable to obtain the necessary 





drugs? 

MR. MACKAY: No sir. 

MRY-BRYDEN? “Team "interested “in your 
comments about the formulary which you have in mind 
i“pelieéve, although’ you-hnaven-? developed anything 
as'yet. How far have discussionson this matter 
proceeded *Iirycur “tospiveal av -une present =. ime™ 

MR. “MACKAY: Well, they proceeded to 


the point that "fromthe time’ that *lpreparéed this 





Perret “were Originally “was im vie -carly “part or 


June, between then and now this formulary system 





Wap Dregcnves dealin ve our medrcal "starr “oy che 
pharmacy committee, and has been approved by the 
med fecal +staffYr" At their meeting in April Tt was 
set up as a notice of motion from the pharmacy 
ConmEtted- in! order to give’ the medical’ staff a 


couple of months to think it over and come up with 
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questions or problems they thought might be involved, 
and at the meeting about two weeks ago this matter 
was approved by the medical staff in toto. I might 
add there were no objections, although we anticipated 
there might be. We feel it will probably be another 


three or four months before this actually does go into 








operation. It is a matter of the committee working 
on it, listing the various items, and they anticipate 
using a formulary prepared by the American Hospital 
Association, which is a very new formulary, convertin 
it over into Canadian terms, and for some Canadian 
products, working with that as a basic formulary. 

MR, BRYDEN: The people who are working 
on this haven't consulted any other hospitals in this 
province which have a formulary? 

MR. MACKAY: Yes, they have been in 
contact with three or four of the other hospitals, 
and have been working with them in listing drugs and 
formulary systems. 

MR. BRYDEN: One thing that struck me 


with regard to hospital administrators who have 


appeared before this Committee is that until very 
recently very few hospitals had formularies, and 

now a great many of them seem to be in the process 
of getting them, or have just introduced them. Is 
that impression well founded, do you think? Is that 


the situation that has suddenly come to the fore as 


ee ee ee 


a matter in which hospital administrations are 
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interested? 

MR, MACKAY: Yes, I would think so. 
Looking back as an individual, going from personal 
experience, when I was in Alberta this matter was 
ad’scussed, and I brought it to the attention of 
our medical advisory committee in the hospital I 
was associated with, and I was practically thrown 
out on my ear, that this was something that was 
just not acceptable in any way, shape or form. 
Wevdiseussed ©PSover “al pérredmMepcabogtv a “year“there, 
and ‘this +JjJust -was-not-+to-be, and if the physicians 
in that community felt that it was their individual 
rYehb yfand “they “were -Yndividualrly résponsible for 
the treatment of their patient in the hospital, 
and they would prescribe within the bounds of their 
rights. 

In“diseussion Here, “IL -think it nas 
been developed atthe Peterborough Hospital over a 
period of two or three years, the pharmacy committee 
feel that it would reduce the number of items, with 
a possibility of saving money by having less items, 
by carrying-less stock, and the possibility of being 
able to buy in larger quantities in some items, witn 

' 

a lesser number of items, and this would result in 
an overall saving to everyone. we are still groping, 
but -wecdo-have"the “acceptance of the medical staff, 


that if the committee can come up with an acceptable 


System it will be accepted. 
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THE CHAIRMAN: When was the pharmacy 
committee first formed? 

MR, MACKAY: It was incorporated in tne 
by-laws, and is appointed annually, and goes back to 
4949 

THE CHAIRMAN: You refer to some time 
limits set up for some classifications of drugs. 
When were those time limits established? 

MR, MACKAY: Approximately three years 
AZO .wwlt, Was one.of the recommendations, of, the 
authorities at that time. 

MR» BRYDEN: » Both you,and other 
hospital representatives, as well as retail pharma- 
eists, have laid some stress on the policy that many 
larger drug manufacturers follow, of taking back 
and giving full credit for out-dated products that 
are, past heir wuseful. date, while esittingon wre shelf 
Ls, the saving that.is.effeoted on that as realas 
it appears to pe? Don't you just pay for it when 
you buy the drugs? 

MR eeMACKAY cow Tam quite eure .yow ao. 
Ct, haa. Go be padld for by,eaomeone, , However, it iis 
S,pollcgeand: he meagon, wer sbressed. it is it ais 
a fact that all of the firms do, and we assumed that 
novone. ficm 16 subfering,conwe are: not’ paying any 
imoadyd dudes £ leniod ofest t-. 

MR. BRYDEN: It puts a premium on 


Sloppy inventory control? 
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MR. MACKAY: Very definitely. 
MR..~.BRYDEN: «So that:-the hospital or 
pharmacist, fomethetematter; who:ispwery careful; in 
his. stock, helps to pay for the fellow who isn't 
quite so careful? 


MR,’ MACKAYs: Quiter,eorrecte sir. 
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L/dpw MR, WHITE: And they take it back even 
if it is an open package, for credit? 

MR, MACKAY: I don't know. I can't 
recall a situation having arisen. 


MR, WHITE: What they do take back, 





is that always full credit or partial credit? 
MR, MACKAY: Is it almost a full 
sredait, 


MR, BRYDEN: I don't want to pry into 





any private discussions, and perhaps you can't 
answer this, But getting back to the matter of 
the formula, is that a matter which has been under 
substantial discussion by hospital administration 
over the past year or two? It seems to me quite a 
coincidence that they are all moving in the same 
direction at the same time. I wonder if you could 
give any indication why that may be so, and also 
that the doctors may be getting converted at the 
same time? 

MR, MACKAY: To answer your question, 
the hospital assodation has done a little looking 
into this matter and it may have helped bring it 
to the attention of some of the hospitals from the 
point of view of the physicians, I think in our 
instance it is a matter of sort of having kept 
prodding and some may have taken a longer look at 
it. We have taken a long look at it, and with an 


internist and a specialist and the committee with 
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the chairman, we have talked it over and over. My 
assistant has been practising for a number of years 
and has been serving on this committee, and I think 
he has been giving them a sort of kind of prodding, 
and it has been accepted by the medical staff as a 
whole, I think it is from this continual prod, prod, 
prod, and they don't seem to be objecting any longer. 
I think probably another factor is 


that there appears to be a greater variety of numbers 





of items even in the last five or six years, Say 
item X has five different, five other firms putting 
out something comparable, five or six years ago 
there were only two or three, and maybe they are 
accepting the fact that it would be nice to have 
fewer names, 

MR, FULLERTON: I trust, Mr, Mackay, 
you have been reading the reports of this Committee's 
hearings. 

MR, MACKAY: Yes, sir. 

MR, FULLERTON: How does your hospi- 
tal's cost per patient compare with other hospitals? 

MR, MACKAY: We are roughly comparable. 
We are not low cost, but we are not too high either. 
There are larger hospitals I think are running a 
little higher than us, and I think we stand fairly 
well up with the group "B" hospitals. We are a 
very highly specialized hospital for a smaller 


community. Peterborough has a total medical staff 
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of 85 men, and of that I think 57 are served by 
fellow specialists, and I think that is a very high 
proportion for a non-university centre, I think 
very many more serious conditions are treated in 
Peterborough than there would be for a more quali- 
fied staff than you find in a community of that 
size, 

MR, FULLERTON: Has your study of the 


practices of other hospitals helped you in reducing 





the cost of drugs? 

MR, MACKAY: I must admit no. 

THE CHAIRMAN: Mr. Mackay, thank you 
very much for coming and appearing before the 
Committee and for this very excellent presentation. 
Thank you for your help. 

MR, MACKAY: ‘Thank you, sir. 

MR. RICE: Mr. Chairman, we have next 
Mr, M. Kerzner, who is associated with Mr. Murray 
Rubin in the operation of the pharmacy known as 
Vanguard. Pharmacy at 1179 St. Clair Avenue West, 
Toronto. 

Would Mr. Kerzner come forward? 

Would you tell us. your full name, 
please? 

MR, KERZNER: Murvin Kerzner. 

MR, RICE: Where do you live? 

MR, KERZNER: I live at 1691 Gerrard 


Street East. 
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. MR, RICE: What is your occupation? 

MR, KERZNER: I am a pharmacist, 
registered with the Ontario College of Pharmacy. 

MR. RICE: You are a registered pharma- 
ceutical chemist? 

MR, KERZNER: Yes. 

MR, RICE: From where did you graduate? 

MR, KERZNER: From the College of Phar- 
macy here in Toronto. 


MR, RICE: When was that? 





MR, KERZNER: 1955. 

MR. RICE: After that what did you do? 

MR, KERZNER: I worked for about a 
year in a corner drugstore, neighbourhood drugstore, 
and then I worked for about two-and-a-half years 


with the Eli Lilly Company as a pharmaceutical 





representative, and at the end of that time [I 

became employed with the Plaza Drugs Limited as a 
pharmacist. Since the inception of Vanguard Pharmacy 
I have been associated with it, and I became 
officially associated with it last April. 

MR, RICE: Can you tell me how long 
Vanguard Pharmacy has been in existence? 

MR. KERZNER: It has been in existence 
about a year-and-a-half, just under a year-and-a- 
half, 

MR, RICE: And you have been associ- 


ated with it how long? 
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MR, KERZNER: Since its inception, but 
officially since April. 

THE CHAIRMAN: When you say "officially", 
what do you mean by that? 

MR, KERZNER: I never received any 
salary from Vanguard Pharmacy and I had no associ- 
ation actively, but Murray Rubin and I both got 
together and we decided we would open this type of 
pharmacy. We thought it would take quite a while 


before it would support two men, and he was the man 





who actively worked the pharmacy. 

THE CHAIRMAN: You and Mr. Rubin are 
the two partners who own it? 

MR, KERZNER: Actually there are no 
papers signed. They are with the lawyer and they 
are practically in the signing position, which will 
make me an official partner. 

THE CHAIRMAN: There are just the two 
partners? 

MR, KERZNER: Yes. 

MR, RICE: It is not an incorporation, 
just a partnership. 

MR. KERZNER: No, it is just a partner- 
ship. 

MR, RICE: Is it operated at any 
other place other than 1179 St. Clair Avenue West? 

MR, KERZNER: No, that is the only 


location. 
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MR. RICE: Perhaps, Mr. Chairman, at 
this time I-should inform the Committee that, as you 
Will recall, Mr. Rubin's name came up in connection 
with certain questions which were directed to Mr. 
Greenfield, and at that time certain litigation was 
referred to, and I checked on that litigation and 
perhaps I should mention to the Committee what the 
background of that litigation was. 

As the Committee will recall, the 
College of Pharmacy is a licensing and disciplinary 
body only. They deal with the licensing of a 
pharmaceutical chemist, they do not license shops 
as such. However, the Act does provide that every- 
one who is going to open a pharmacy or is going to 
move into the location of a pharmacy must give 
notice to that effect to the Registrar. Now, the 
Registrar then distributes a list of names of the 
pharmacies to wholesalers and other people who 
supply pharmacies with drugs. 

The Vanguard Pharmacy recently gave 
notice that they intended to carry on a pharmacy 
at 1170 St. Clair Avenue’'West.. After Mr. Greenfield 
visited the premises the disciplinary committee of 
the College of Pharmacy, after giving notice to 
Mr, Rubin to present their case before that disci- 
plinary body, struck that address off their list 
as the location of a pharmacy. This, of course, 


would have the effect that the wholesalers and 
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manufacturers would not regard that location. It 
did not affect Mr. Rubin or Mr. Kerzner in his 
licence as a pharmaceutical chemist. The decision 
of the disciplinary committee of the College of 
Pharmacy was appealed to the High Court judge, and 
that judge granted a mandamus order ordering the 
College to again place this address on the list as 
a pharmacy. The College of Pharmacy appealed that 


to the Court of Appeal, and the Court of Appeal 





reversed the trial judge and upheld the discipli- 
nary committee of the College of Pharmacy that it 
was not a pharmacy operating at that location. 

In this litigation the question of 
price of pharmaceuticals was not mentioned at any 
point and the price of drugs or prescriptions was 


not a factor or was not even before the Court at 





that time. 

I mention this because perhaps it 
may be that any facts or any circumstances of that 
litigation may be irrelevant to our terms of 
raferehcechené, 

THE CHAIRMAN: Would that be a fair 
recitalrof facts, (Mr.nKerzner? 

MR, KERZNER: Yes, I would say that 
was a fair recital. 

MR, RICE: I understand subsequent 
to that Court of Appeal decision that Vanguard 


Pharmacy have now made certain compliances and 








5as 


i val 
a, k ‘to 


Ji egssyeq sausosd ets Aoftmnon I 


tact 


TiSl 8s od tsdt bilvow 


f 


Molelosbh soAT 


Jsdd Helseqqs yosmredd to egellod sil. .yosmusdq/s 


‘[seqqA to ternuoD sat bas .fS9qgA to dtvoD edt of 


JE ted? yosmysag to ssellod sdi to esttinmoo yrsa 


tsdd ysa bluow I .aoY 


‘ trsupsaedrue Dbasterebry I SHOR AM 
bisugnsV tect notatoob fseqqA to dayod tent o¢ 


Ons asonet lgmoo aist1s9 ebsm wom evady 





Moftsool tsdt busget Jom bivow are wt ostunsm 
afd ck teas19% .aM 10 atdu .aM toette tom bith 


veimento isoliueosmisdq & Bs eoneott | 


to egeflodD edd to setdtumes YUsatlgtoekLb» etit> to 


.Sgbut, txryod AgstH edd of bafssqgs asw Yosmrsdt 


edd gnivebito tesbi0 esmsbasm s betasts sgbyst sends 


88 teil sdi mo aeoubbs stad 998slq misgs ot sRefioD 


~figtosib odd biledges bas ssgbul faiuxd edt beersver 


Moltsool tsdd, cs Snitsaege Yosmrsdg 8 tom ssw 
noltesup srid Noftsgteil ett al 


ds boaottaem ton asw alsoltusosmusdq to soinq | | 















anoligivoasxg to axyurh 20 g0iug edd bas tatog 
Juuoo sdt exoted asve ton 8S8W TO Aodvost srton 


omit tect 


to asoastamports YAS TO atdost yas dst od ven 


to amtet syo ot tasvelseure od Ysa motisgtire 


-29t9 SonerTo tor 
sMAMALAMD SHE o2 OF 0b. 9s 
STSKSisHh .aM .etost.to Lsttoer 
[ATMSAR cM enellod wrk 


-lstioor atst os asw 


thed yuseriiq 


*) | 


¢ P Leo « 
_ i 
—— vat 7 
on 7 ’ 
N o| 


fa ¥ 


i on”) 5 errs 
j ft i : {7 


pe eee er 





ANGUS, STONEHOUSE & CO. LTD. Kerzner 2670 


TORONTO, ONTARIO 





have again become registered as a pharmacy at this 
location by the Colleg of Pharmacy. 

Is that correct, Mr. Kerzner? 

MR, KERZNER: That is correct, 

MR, RICE: When was that? 

MR, KERZNER: We officially opened 
again on May 12th, 1961. 

MR. RICE: I understand you have a 


statement that you would like to make to the Commiteee 








regarding the operation of Vanguard. 

MR, KERZNER: Yes, with your permission, 
Mr. Chairman. 

MR, RICE: Would you proceed? 


MR, KERZNER: ‘Thank you. As I under- 





stand it, the main purpose of my appearance before 
this Committee is to explain the background and 
operation of Vanguard Pharmacy. Before proceeding 
I would like to take this opportunity of expressing 
my own opinions on certain other aspects of pharmacy. 
The major concern of this Committee, 
the public and the newspapers regarding pharmacies 
seems to be the price of drugs which are generally 
considered to be too high. I would like to suggest 
that it is impossible to determine if prices to the 
consumer are too high before determining whether 
the net profit of the pharmacist or the manufacturer 
isugut of line. 


For instance, if we have a net profit 
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of 3% on them then it would be wrong to say that 
excess profit is being made no matter what the 
selling price was. This however does not rule out 
the possibility that by increased efficiency the 
price could be lowered and profit raised. 

I would next like to mention briefly 
the controversy between branded versus generic 
drugs. A valid comparison cannot be drawn merely 


by comparing the two on a price basis, The generic 





house, by omitting the major costs of the brand 

name houses, is able to charge a lower price. 

These major costs which include research, problems 
of manufacturing new drugs, high-priced labour, 
drugs of limited but essential usage, promotion, 

are very necessary and must be borne by someone if 
the industry is to grow and make major contributions 
to the advancement of medicine. 

At this juncture I would like to 
digress and comment a little more fully on the pro- 
motion programmes carried out by the brand name 
houses. Whether these programmes are too axtabtaws 
and costly or not is something on which I do not 
feel qualified to give an answer. However, I am 
convinced that a certain amount of promotion is 
essential in order to make the doctors aware of 
the latest advances in medication; e.g. cancer 
drug. 


For instance, if a generic house 
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were given cure for cancer and did not change its 


method of operation no physician would be aware 


that this drug exists and no one would benefit from 


its use. 
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It is taken for granted that while the 
products of brand name houses have very high standards 
of purity, potency and elegance the quality of 
generic drugs ifroftenrsuspects! This suspicioniso 


far as I can determine is based on hearsay and rumour, 





Nowhere in the structure of pharmacy is there an 








impartial body which has the facilities to pick up 
samples of drugs at random for assay and make the 
results of their findings available to all pharma- 
cists. Without such assay it is impossible to deter- 
mine whether one product is superior to another. 


Therefore, I believe I have shown 








that to compare branded and generic drugs on price 
alone is not valid and to compare them on quality is 
not possible at this time, 

Because pharmacy lacks such a body no 
pharmacist is adequately prepared to appear before 
this Committee and state categorically that one 
drug is the equal of another and that they differ 
only in price. 


I would like to discuss tk retail 





aspect of the pharmacy. I believe that the major 


| fault of retail pharmacy is its inefficient opera- 

















| tion. In no other industry or profession are the 
time and skills of the specialist wasted in the 
same degree as in the retail pharmacy. Whenever 


a pharmacist's duties are not involved in the 








compounding of prescriptions or the health needs 
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of the community his time and skills are being wasted. 
On this basis in many stores the pharmacist is not 
fulfilling the function for which he was trained. 

Many stores do not fill 20 prescrip- 
tions daily yet are required by law to employ a 
registered pharmacist for 12 hours daily. I was 
just listening to Mr. Mackay's report and I notice 
that the pharmacist, one pharmacist in his hospital 

pharmacy does somewhere between 350 to 400 prescrip- 
tions or operations which are similar to prescrip- 
tions. 

THE CHAIRMAN: Is that good or bad 
from your point of view? 

MR, KERZNER: The amount of work that 
he does? 

THE CHAIRMAN: Your reference to his 
statement, his statement is good or bad as far as 
you are concerned, 

MR, KERZNER: I don't know how many 
a pharmacist should fill in a certain hour, but I 
do know when he is not filling a prescription, when 
he is not looking after the health needs of the 
community his time is wasted. 

I believe for this reason a good 
gross profit in the dispensary often ends up being 
net loss. I do not believe it is necessary to 
quote specific figures at this time because I am 


sure that Professor Fuller of the Ontario College 
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of Pharmacy has gone into this matter in great detail. 
It is unfortunate that many stores fill so few 
prescriptions and are forced to rely on the sundry 
business to make ends meet. For this reason I would 
offer the following suggestion: certain areas, parti- 


cularly urban, have too many pharmacies per unit 





population. In order to remedy this situation I 


would like to suggest that legislature work with the 





Ontario College of Pharmacy to institute zoning laws 
regulating the location of new stores and gradually 
put these regulations into practice over a predeter- 
mined period. Since many doctors dispense drugs, 
their dispensaries should also be under the juris- 
diction of the Ontario College of Pharmacy. It 
seems logical that when the doctor and the pharma- 
cist are performing identical operations they should 
pe governed by the same laws. The number of dispen- 
sing doctors must also be taken into account in 
zoning regulations for pharmacies. 


This brings to a close my general 





discussion on pharmacy. Although there are many 
other controversial topics in which I am interested 
in expressing an opinion I feel that the Committee 
has heard others who are more expert in these 
fields and were able to discuss them more fully. 

This brings us to a specific discus- 
sion of Vanguard Pharmacy. 


Two main reasons prompted the inception 
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of Vanguard Pharmacy. They wre a general dissatis- 
faction of the role of the pharmacist in the drug- 
store of today. This was, of course, a personal 
dislike. A recognition of the fact that there was 
a need for the type of service we now offer. The 
basic aim of Vanguard Pharmacy is to provide the 
patient with his medication at the lowest possible 
cost. In order to be able to do this we have elimi- 
nated all the high overhead costs which contributed 
nothing to the intrinsic quality of the service 
necessary to the efficient operation of a pharmacy. 
For example, we have no fancy fixtures, no delivery 
costs and we are not in a high rental area. 

These innovations in no way alter 
the actual compounding of prescriptions. The drugs 
we provide must be as prescribed by the physician 
as in any other pharmacy. 

This generally is how Vanguard Phar- 
macy is formed. More specifically it is dealt with 
in the form that I have placed in front of you 
gentlemen. The form lists some of the problems we 
feel we have come up against and how we deal with 
them, 

THE CHAIRMAN: Has that been entered 
in the record, Mr. Rice? 

MR, RICE: It hasn't as yet. 
THE CHAIRMAN: I think you should 


enter this as an exhibit. 
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What is VANGUARD PHARMACY? 

VANGUARD PHARMACY is a mail order 
prescription pharmacy that lowers the 
cost of medicine by its efficient and 
economical method of operation. 

How are you able to do this? 

By avoiding the high costs usually 
associated with a retail outlet, we 
have eliminated much of the overhead 
expense for which the customer must 
pay but from which he derives Tittle 
or no benefit. 

What are these overhead expenses and 
how have you been able to eliminate 
them? 

We are not located in a high rental 
business district. We do not need 
expensive fixtures, Our pharmacist 
is on duty only when needed to fill 
prescriptions. We have no driver to 
pay nor trucks to buy and maintain 
for delivery. We need only minimum 
stock for use and no excess for display.| 
What kind of service will a customer 
get? 

We offer the same prescription service 
as your local pharmacy. Each pres- 


eription is filled by a graduate 
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pharmacist. But at VANGUARD PHARMACY 


you pay only for the medicine ordered 





by your doctor and for the service of 


having it filled. You are not required 





to pay for those frills for which a 


regular retail outlet must charge. 





Question: Just how much will the prescription 
cost? 
Answer: All brand name prescription drugs are 


sold at wholesale prices. A service 
fee of $1.25 is charged for each 
prescription filled, This covers the 
cost of the pharmacist, container, 
rent and taxes, Mailing costs are a 
few cents extra. 

Question: Well, that sounds fair, but how much 
in dollars and cents will I save? 

Answer: The more expensive your medicine is, 
the more money you' will save. For 
example: a prescription for which you 


would pay $6.00 at your local pharmacy 


would cost you $4.25 when filled by 


VANGUARD. A $9.00 prescription would 
cost you $6.75. 

Question: What about service? Will our order 
be handled promptly? 

Answer: All orders will be filled and mailed 
on the day they are received. 
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What are your business hours? 

You or your doctor, may call us from 
9,30 a.m. to 5.30 p.m. except Sundays 
and holidays. Saturday hours are 9.30 
a.m, to 12.30 p.m. except during July 
and August when we will remain closed 
all day. 

What about repeat prescriptions? 

Each prescription will have a number. 
Just phone or mail this number to us 
and your order will be filled promptly. 
What if there is an emergency and we 
need the medicine repeated right 
away? 

Just have your local druggist tele- 
phone us and we will gladly give him 
a copy of your prescription. 

Do you sell only prescriptions? 

No. We also sell vitamins and many 
other drug sundries. 

Will we also save money on these 
items? 

ves. You can save at least 15% on 
these items. 

Is there a minimum order? 

Not for prescriptions or vitamins. 
There is a $5.00 minimum if only 


sundry items are ordered. 
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Question: How do we direct our orders to VANGUARD 
PHARMACY? 
Answer: You may contact us in two days. You 


or your doctor, may telephone us 
directly by dialing LE. 6-6043 or mail 
your prescription to: VANGUARD PHARMACY, 
1179 St. Glair Ave. W., Toronto 10. 
Please print your name and address on 


each order that is mailed in. 


In the above discussion we have tried to sketch 
briefly the purpose of Vanguard Pharmacy and its 
method of operation. We would again like to empha- 
size that at Vanguard your prescriptios are filled 
and checked as they are at any ethical pharmacy. 

It is only our streamlined operation which allows 


you to make such great savings. Try us and see, 


THE CHAIRMAN: Was this prepared for 
this Committee? 

MR, KERZNER: No, this wasn't prepared 
specifically for your Committee. 

THE CHAIRMAN: What distribution has 
it received? 

MR, KERZNER: It is literature which 
we send to potential customers so that they fully 
understand what Vanguard Pharmacy has to offer, 


the type of service we can offer. We don't offer 
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them the service that the regular corner drugstore 
offers. At the prices we charge it would be impos- 
sible. This way the customer at his own leisure can 
look over our operation and decide whether the type 
of service we give is the type of service they are 
after, 

THE CHAIRMAN: I note at the heading, 
under the name Vanguard Pharmacy it says "Lowers the 
cost of medicine for the chronically i11". Is that 
a policy statement of your operation; in other words 
the chronically i11 are the people who deal by mail 
whereas others who might have a sudden need for 
medication might not be able to avail themselves of 
your facilities? 

MR, KERZNER: That is quite true. 

The operation has lent itself mainly to mailing. 
Most of the customers that we have live a great dis- 
tance from us. They are chronically ill. They | 
don't need medication immediately, they have some 
on hand. The acutely ill person who needs medicine 
is pafectly welcome to come into the store and get 
the medication. We feel we should emphasize to 
these people we don't have the service they are 
used to with the regular drugstore. We wouldn't 
like to see them send a prescription in they need 
immediately and not be able to get it for a day. 

THE CHAIRMAN: What do you mean - 
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which you are appealing. 

MR, KERZNER: Yes, that is correct. 

THE CHAIRMAN: What do you mean by 
sundries in this Question and Answer paper? 

MR, KERZNER: Many of our customers 
when they telephone for a prescription ask us if 
we carry mouth washes, laxatives and other things 


which are not part of prescriptions, 





THE CHAIRMAN: Are they all companion 
Sickroom supplies or do you sell toothpaste and 
toothbrushes? 

MR, KERZNER: We don't have any tooth- 
paste or toothbrushes in stock, We carry sickroom 
supplies in stoek, If the customer wants we will 
procure an item for them as long as it is available 
from a wholesaler. This service helps pay our 


cost. We are very happy to do it. 





THE CHAIRMAN: You are happy to deal 
in sundries yourself? 

MR, KERZNER: Pardon? 

THE CHAIRMAN: You are happy to deal 
in sundries? 
MR, KERZNER: It is such a very small 
part of the business and done more as a service 


for the customer that it really doesn't amount to 


THE CHAIRMAN: What percentage of 


| 
| 
| 
| 
: very much, 
| 
| 
your sales volume would be with respect to sundries? 
| 
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MR, KERZNER: In sundries, 1 would 
say 1% or even lower. 

THE CHAIRMAN: Could you give us some 
indication of the number of prescriptions a day that 
you dispense? 

MR, KERZNER: I don't know if I would 
like to make that information available. 

THE CHAIRMAN: Would you like to make 
it available to Mr. Rice privately? 

MR, KERZNER: Yes. 

THE CHAIRMAN: Have you any figures 
as to the average cost of the prescriptions that 
are dispensed, selling price? 

MR. KERZNER: No, we never did sit 
down and figure an average price. We haven't even 
actually figured yet the average profit. The 
operation of Vanguard Pharmacy has been interrupted 
by the College several times. It has been sort of 
tough getting started. We feel now that we have 
adequate figures to give us some sort of basis to 
see if the prices we charge are too high or too 
low, whether we are losing money and just exactly 
how we stand. 

THE CHAIRMAN: Would you care to 
tell the Committee the area from which your custo- 
mers request, send in business? 

MR, KERZNER: We have customers from 


all over Ontario. 
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MR, BRYDEN: Do you advertise in the 
papers? How do people find out your services are 
available? 

MR, KERZNER: We had been in business 
several months and we found we were doing very 
little, We decided we would have to advertise in 
the paper. We did so and after the first ad went in 
developed our troubles with the College. Since the 


litigation has ended we have decided as far as 





possible we won't advertise in the daily press. 
MR, BRYDEN: How are you going to 

communicate to people in various parts of the 

Province the fact that you are in business? 


MR, KERZNER: We are trying to communi- 


MR, BRYDEN: Such as? 





MR. KERZNER: Such as the Arthritic 
Society, different unions, the Cystic Fibrosis 
Society, various organizations like that. 

MR, BRYDEN: In the newspaper adver- 
tising that you previously carried on was there 
any particular stress on price in that advertising? 

MR. KERZNER: Yes, we feel that the 
advertising did stress price. 

MR, BRYDEN: Was that the appeal you 
were attempting to make, was it mainly you are 
offering the service at a lower cost, 


cate through various groups and organizations. 
MR. KERZNER: That is correct. I 
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feel that is all we have to offer, The drugs we 
sell are the same drugs as they would get anywhere 
else, The service that they get, perhaps, isn't as 
quick as they would get in the neighbourhood drug- 
store therefore the people who can use our service 
use it. Other than that the only thing we have to 
offer is the lower price. 

MR, BRYDEN: You said, I think, that 
your operations were interrupted a number of times 
by the College. Would you care to explain what you 
meant by that? 

MR, KERZNER: Just recently when we 
lost the appeal the College closed us down and we 
were forced to apply for a licence, permission to 
open a new pharmacy. The College has the option of 
allowing, of taking 30 days before they put us back 
on the list. They took the full 30 days. I don't 
know what that did to our business. We couldn't 
sell to anybody and had to give out any prescrip- 
tions that had to be repeated to other pharmacists. 

Several months ago we were again - 

IT. am just trying to remember the situation that 
applied at that time - when they first brought us 
pefore the Committee, the Committee ruled we weren't 
operating a pharmacy and before we could get a 

Writ of Mandamus we had to remain closed. 

THE CHAIRMAN: Following the final 


decision of the Court, did you make any physical 
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changes in the setup of the premises? 
MR, KERZNER: Yes, we increased the 





size of the premises. This was our own idea. I 
don't believe it had anything to do with the College. 
We also put in some dispensing equipment and we 
increased officially the length of hours. I say 
officially because at that time at which the 
Committee found that we weren't operating a phar- 
macy our hours were exactly the same as now and 

the decision which they arrived at, they used the 
hours that we weren't open - when we first opened 
the business it was about a year~-and-a-half ago 

and at that time as you gentlemen realise no one 
came to us, Nobody ‘phoned us and the only way we 
could increase the business was to go out and 
contact various organizations. We felt until the 
business got started we would only open one hour in 
the morning, which was always necessary. To 
increase the number of prescriptions and business 
we were forced to work longer and longer hours. 

THE CHAIRMAN: I have one other ques- 
tion, I don't want to interfere with your examina- 
tion, Mr. Bryden. On this Question and Answer 
paper you say, the second last question, all brand 
name prescription drugs are sold at wholesale 


prices. Do you mean at cost, at your cost? 
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AG our’ cost. We buy from the wholésaler 
That is our cost; and we take the invoice price of the 
drug and add $1.25 to it. 

THE CHAIRMAN: You take the actual cost 
of the drug and to each prescription add the sum of 
e1 eee 

MR. KERZNER: Yes. This would be the 
eenerTal Tiles “Thaw is rigny. 

THE CHAIRMAN: Are there any exceptions 
eG Onet rule? 

MR. KERZNER: When we started, this 
is how we thought we would price our prescriptions. 
When you do something on theory and do it in practice, 
you have all kinds of difficulties. For instance, 
if @ person phoned us and bought 100 pllis, we charge 
them $1.25 above wholesale cost. If they were to tak 
this for the rest of their life and they said "Well, 
next time we want 200 more", it would be one 
prescription again. Should we charge $1.25 or should 
we charge more, and this is the type of problem that 
we ran into, according to our advertising, we 
should only charge the $1.25. Economically, it 
becomes unfeasible. 

We have worked out a formula where 
if a person can increase the prescription to a 
certain quantity and we still charge him only the 
ube ay 


THE CHAIRMAN: To what extent can he 
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increase the quantity? 

MR. KERZNER: We allow him to double 
it and we do not charge him for the doubling, and 
when he gets 500, we charge him only $2.50. 

THE CHAIRMAN: I suppose the situation 


would then be this, that if one doctor prescribed 





a dozen pills, the sérvice charge: foryfee would be 
el W4 

MR. KERZNER;: No. 

THE CHAIRMAN: That is the initial 
prescription, is it? 

MR, KERZNER: That is, again, another 
exceptiond $as5a?said before, the setetntieg we have 
to offer our customers is price. If we charge $1.25 
across the board on prescriptions, some prescriptions 
even in the hundreds don't warrant $1.25 when we 
compare them cB the regular selling prices and the 
price that we would charge by adding $1.25. But, 
what we. do is take a percentage of the suggested 
retail price off the price and sell it to them that 
way. The general formula that we use when the two 
calculations are very close, we do them both and 
whichever way the customer saves the most, that is 
the price we use. 

THE CH/ IRMAN: What would the price 
range be where the $1.25 fee applies? 


MR, KERZNER: That depends a lot on 





the. discount that we get from the wholesaler. Some 
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companies give you a 40% discount and some only give 
you a 33-1/3% discount-and, therefore, the price 
varies, depending on the company that the doctor 
specifies.. 

THE CHAIRMAN: I don't think you 
understood my question. 

MR. KERZNER:. J.am. sorry. 

THE, CHAIRMAN: . You said a low cost 
prescription would -~ you would reduce the $1.25 
fee and. onea.largexr prescription you would increase 
it. What would the range v2 where the $1.25 is 
appiied?+.Would,.it.be,;between.three and, fivexdoblars 
or.one and $2.50? | 

MR, KERZNER: You mean before we 
would charge him more than a.dollar and a quarter 
exn,l¢ss than a,dollar and.a,.quariter? 

THE CHAIRMAN: Both. What is the 
range? You say a.low figure before you would reduce 
the $1.25? 

MR..KERZNER:. Well, we use the 100 
as a basis and I would say it works in most cases 
so.that,.the other.cases are really,negligible. Tf 
ean|'t think of any but when we.use the 100 quantity, 
Some drugs, most drugs come packed in 100's and 
some come in 50:8, and we still use the 100 quantity 
as the $1.25. When they increase it over the 100 


Quantity, they want to double it to get 200, it 


only costs them $1.25. It is only when they get 300 
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that we add the other $1.25. 
THE CHAIRMAN: Suppose a doctor in the 
initial prescription started off with 300 as the 





basic prescription, would that call for a $1.25? 

MR, KERZNER: We are still experimenting 
really, and I would say that a lot would depend on 
the dosage that the patient was allowed to take, 

For instance, if the 300 tablets would only last 
the patient for about a month, then, we would charge 
them only the $1.25. 

THE CHAIRMAN; I take it then you try 
to ascertain whether it is really a legitimate first 
basic order or’Whethér ities aubarge onder? 

MR, KERZNER: No. JI don't think that 
we have any way of finding that out. We sort of 
GCny andlfeehoour.way. There has been no example 
which we were able to follow. We have gone along 
by trial and error and I don't know whether they are 
making money or losing money. So, what we try to 
depend on is volumé. So far, we'doinot have the 
volume we need and we would like to see what net 
profit we are making on the operation and that, I 
think, a Wililnaffect the prices that we will 
charge. 

THE TCHATRMAN?” i DTnam sorrypuMr..Rice, 

I think we would also be interested in what in- 


ventory they have. 


MR:-RIGH: Can you tell us what the 
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value of investment. you haye, in inventony here is; 
that is, equipment and stock? 

MR. KERZNER: Equipment and stock? 

MR RECE. >) OS. 

MR. KERZNER: I think on that chart 
we say that we try to keep the stock as low as 
possible, busdo not. have. any.excess, for. display . 
This is what we generally try to do. What I do 
every. day,.is. phone. ands orden, into, the» wholesaler 
and. pick dt. up.each day..«4This. means, thate we,do 
not have.to have, very much inventory... I would say 
that. inventory. and equipment, we have about $2,000.00. 

MR... RICE; How much of that $2,000.00 
would, be, in. actual, drugs? 

MR.,.KERZNER:...<.would say; practically 
the whole amount. 

MR,..RICE:, How many .different.items of 
drugs, would .be.in. that inventory? 

MR, KERZNER: You mean different names? 

MR. RICE: Yes, different names; -types 
of drugs? 

MR, KERZNER: Oh, I guess 150, 200, 
Something like that. 

MR. RICE:..Aind do you.carry .your new 
Supply of drugs .on prescriptions? . De uw 0n efbid-any 
kind of .orescriptions? 
NR. KERZ) Bits ssYes. "We wtb fila any 
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MR. RICE: Including narcotics? 

MR. KERZNER: Including narcotics. 

MR. RICE: And you will fill this from 
some distance.away, two. or three or four hundred 
miles away? 

MR, KERZNER: We will fill it two 





or three hundred miles away, providing we have a 
prescription from the doctor. Before we can refill 
it, we have a printed form which we mail to the 
doctor and he signs it and sends it back to us. 
This is for refbllavye7vinrdc notyheek thattif the 
distance is three or four hundred miles away makes 
any difference. If 1 was in the store and someone 
brought in,a prescription to me to be filled and 
that person was from. the other side of time, I 
would have as. much knowledge of the doctor and 

the person as [I would if the prescription was 

from three or four hundred miles away, unless I 
took the precaution of phoning the doctor first. 

MR, RICE; That is what I am getting 
at. Are you required to know the doctor's signa- 
ture, or have it authenticated? 

MR, KERZNER: ] do not think the 
general practise of pharmacy applies any rule, 
mainly because narcotics now are quite different 
from what they were a few years ago. Most of the 
narcotics are for pain killers. They are like 


222's, only a little stronger. Very few have anythin 
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like opium or other addicting drugs which give a 
feeling of euphoria. Heroine has been discontinue. 
Therefore, I do not think that narcotics are any 
more dangerous than many of the drugs which are 
dispensed that co not come under the Narcotic and 
Opium Act. 

MR. RICE: What steps do you take 
in the operation of your pharmacy to ensure that 
the prescription actually is a proper prescription, 
prescribed by a doctor, particularly with narcotics? 

MR, KERZNER: 2 would say the 
appearance of the prescription and the person. if 
we get a prescription which we are to mail out, 
usually, ofcourse, there is a fixed address and 
a name to which we are going to send it to. I would 
take it for granted that an addict or someone that 
is using those drugs illegally would not like to do 
business that way and would rather walk into the 
store and have it filled and would be on their way. 
Other than that, there is not very much you can do 
to check, 

MR. WHITE: Have you had some forged 
prescriptions? 

MR, KERZN*R: If I have some forged 
prescriptions, I don't know about them. However, 
several weeks ago, a lady did come up. she wanted 
to get some sleeping pills. She gave me a pre- 


scription. I took that to the dispensary and I read 
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it and I noticed’a discrepancy in the amount of 
capsules. In other words, there was a change of 
the colour of ink. One part of the number was 
written in one colour ink and the other part in 
another colour ink and when I questioned her she 
gave evasive answers and I did not fill it. I 
informed the College of pharmacy, the inspector. 
He, apparently, knew the woman by the deseription 
I gave and I informed the doctor that this patient 
was using his prescription and forged it on top 
of@a2ee 

MR, WHITE: Is that the only one? 

MR, KERZNER: That is the only one 
have’ 

MR, WHITE: As you know, Mr. Chairman, 
T have to leave. May I ask one or two questions? 

THE CHAIRMAN: Yes. 

MR, WHITE: Do you procure all your 
supplies from wholesalers? 


MR, KERZNER;: I would say the great 


‘majority from wholesalers. Some drugs, for instance, 


generic drugs come directly from the generic 
manufacturer, for the most part. 

MR, WHITE: Do you purchase from brand 
name manufacturers? 

MR. KERZNER: Yes. We have some 
direct accounts. 


MR. WHITE: Have any of the brand name 
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manufacturers refused to sell to you? 

MR, KERZNER: Before the litigation, 
when it was stibl in» the Courts, we did have trouble 
opening accounts with certain manufacturers. However, 
at the present time, they are all selling to us. 

MR, WHITE: What discount do the 
manufacturers give you from drugs? 

MR, KERZNER:; I would say 40% is the 
discount. 

MR, WHITEs:. So, you .get the same 
discount you.think,,that .if-you.ran on a conventional.. 

MR, KERZNER: yes. I am sure that the 
manufacturers that sell to us sell to us exactly on 
the. same basis as they would to any other drug store. 

MR, WHITE: Is this true of the whole- 
salers.also? 

MR, KERZNER: Yes. 

MR, WHITE: Nobody has refused to sell 
to you since the litigation ended? 

MR. KERZNER;: That is right. 

MR, WHITE; Do you prepay your shipments 

MR. KERZNER: In other words, do the 
people send the money before we send out the medicine? 

MR, WHITE: No. I was wondering, first 
of all, do you pay for the postage when you mail drugs 
to a customer? 


MR, KERZNER: Ne. The postage is added 


onto the cost. I believe that is ... 
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MR, WHITE: And are c.0.D. charges added 
onto the cost? 

MR, KERZNER: Well, the C.0.D. and mailing 
charges are one blanket charge. When we send it out 
not C.0.D., they pay as much; s0, I guess you would 
sayytherelis asc louD.2#¢éharges 

MR. WHITE: Sometimes the customer will 
send in a money order with their order? 

MR, KERZNER: If it is a repeat order, 
quitesoftenthey ‘will*send in a: money orderese If it 
is a new order we will just send it out C.0.D.3; or, 
if the customer specifies that for some reason he 
can't meet the mailman, or something like that, then, 
we will send it out and he will mail us a cheque. 

MR, WHITE: Have you got any charge 
accounts as such? 

MR, KERZNER: No. 

MR. WHITE: Are any of your drugs 
mailed by registered mall, narcotics, for instance? 

MR, KERZNER: No, they are not. We 
send them all out first class and most of them go 
Out 6.0.0. and, as such, are insured by the Post 
Office against loss. 

MR. WHITE: In your experience, how 
many prescriptions can a pharmacist fill in an 
hour? 


MR. KERZNER: If there are no interrup- 


tions and he can just fill prescriptions and he does 









” yonsvox 


. 
ae 


cHTIHW JAM © 





esoks eegredo .2.0.0 916 DAA 
rs 


1 
' 
1 


-' egeoo srt otno 







pte bre .@.0.0 odd ,ifew sASMSASA .AM 


duo dt bree ow nen .ogrsdo texmsid sno ers asgrsrio 

























bivow voy eeeyy I .oe ifoum as ysq vant ..4.0.0 ton 
‘egrsio .€.0.0 6 at srendd yee 


. rriw yomotauo edt eomitemoe <ATIHW .AM 





Syebro tioedd ddtw rsbro yenom 8 at bree 

| ,.xebro dseqet 6 at df T1 2 AMMSAaA .AM 
y ti tI .wxresbro ysnom 6 ani broe I[itw yedt netto sidinp 
Aes .t0 :.0.0.9 duo dt bries tant IItw ew tebro won 6 al 
off noassy sntoe rot dedd aetttosqe tomotavo ent Tt 
edd . dent eNLL xucindemos ro ,nemfiem ond toom irre 
-eypedo 6 au Liem [Liw of bone duo tr base Iftw ow 

syrsio yas dog voy evsH <:aTIHW .AM 
fdoug eB edmvosos 

,o sASMSAaN AM 

agutb toy to yas 91A <STTHW .AM 
Seonsdent yot ,aottooren ,i[iea bervetetger yd belfem 
= ew ton ers yodt .of :AHEMSAaN AM | 
og ment to veom bane aaslo terrt gvo {fl6 medd bree 
Bes teol sat yd bervant o1s ove a8 ,bas .02.0.9 duo 


esol dantsxys solttto 


ae 
. - 
a “eee 


wor ,sometveqxs roy ni 2HTTHW AIM 
ne at [ftt tetoemrsdq 8 mB0 anotdqtroes rg ynem 


7; Smo iis Sy Kon 




















1 Ne 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO KEYzuerT; 2697 
not have to do anything else -- for instance, he doesn t 


have to do anything else like sell the prescriptions 
to the customer and receive the money for it, if he 
just fills the prescriptions,’ I would say he could 
fill, normally, from 15 to 20 prescriptions an hour 
very easily, as long as there aren't any compound 
prescriptions in it. 

MR. WHITE: would you explain the 
pricing formula to me. The reason I ask that is 
because, taking the standard druggist's price of 
$6.00 here and working it back and then adding on 
your $1.25 dispensing fee, it would seem to me that 
your price should be $4.40 instead of $4.25; and, 
in the second example, it would seem your price should 
be $6.20 instead of $6.75, assuming the discount is 


40%. J 
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T/AG/ tym MR. KERZNER; What. was.thefirst figure? 
| 

MR, WHITE:..This illustration Says: 
"Ror example , a prescription for which you would pay 
$6.00 at your local pharmacy, would cost,$4.25,when 
filled by Vanguard," 

MR, KERZNER: .I. believe. there we have 
included, as the College suggests, the dispensing 
fee which the patient would naturally pay. when 
having a prescription filled. 

MR. WHITE:.. I understand that, but af 


you take that $6.00 subtract 75¢ dispensing fee, 


that gives you $5.25.less.40%..gives $3.15, plus 





$1.25, give $4.40, whereas you say your price would 
be $4.25. In the second.example you quote your price 
on a regular $9.00 prescription, $6.75, and working 
it back in the same way, it.seems,..to me-your price 
Should be $6.20... I.am,.just wondering if there is 
Something here that Iam not. taking into considera- 
tion? 


MR... BRYDEN: They may be better pharma- 





cists than mathematicians, 
MR, KERZNER; . I really don't know. 
MR, WHITE:. The illustrations may be 
incorrect, One seems.a. little high and one seems 
a little too low, 


MR. KERZNER : Liul,», tan thinknefaan 





explanation Ke Boece Say. Fe i is probably my 





partner's fault, 
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THE CHAIRMAN: “On the subject of sellin 
drugs directed to the category of the chronically ill 
can it be said that the drugs required by the chronically 
iii come already made up, and can be broken down out 
of a bottle, and say take 50 pills out of it, as agai st 
medicines which have to be compounded? 

MR, KERZNER: I wouldn't just Limit, it 
to the chronically ill. I would say that is the 


general picture in pharmacy today. 





THE CHAIRMAN: Yes, but you are directing 
your sale -- 
MR, KERZNER: Yes, it is true of the 


ehronically ill also. 








THE CHAIRMAN: That they would be 
delivered through your pharmacy from the manufacturer 
ready made up, and you would repack it? 

MR, KERZNER: That is right. 

MR, FULLERTON: You mentionec that you 
discontinued newspaper advertising. Is there any 


reason for that? 





MR. KERZNER:; No reason that can 
really be put’ down, except the following, that if 
you want to stay out of trouble, we should not 
flaunt: ourselves before the eyes of the other 
pharmacists.,° I think that is about all I can 


say about that now. We never have been told by 





any official body that we are not allowed to 





advertise. It is just a feeling that my partner 
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and myself got in discussing the situation in general, 
and we acted on, that, policy. 

MR, FULLERTON: How long is it since 
you discontinued this? 

MR; KERZNER: 1. just forget offhand when 
our last..ad went in... It was, I remember it was a 
long.weekend several months ago. It would.probably 
be. the Easter weekend. 

MR..FULLERTON: .Do.you realize that 
you had an ad in the Sudbury Star last Saturday, 

June the 24th? 

MR, KERZNER: We had an ad? I haven't 
hadean*vinvoiece for.it...Have you,..a.copy? 

MR, FULLERTON: Yes. 

MR, KERZNER: Would. 1 be able to see 
that. later? 

MR, FULLERTON: It is at my hotel 
room. 

MR, TROTTER: Up until the time you 
discontinued advertising in the.papers, what was 
the percentage of your sales from newspaper ads? 

MR. KERZNER: That.is.really a difficult 
question. to.answer, I heard a.story which someone 
asked Mr. Gimble how much he spent. on advertising, 
and he said so many of hundreds of thousands a year, 
and he knows that half of it is viebed. and he was 


asked why.don't you,.cut, your advertising budget in 


half? And he said-he didn't know. which half was 
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wasted. 
THE CHAIRMAN; That is sound. 
MR, KERZNER: I cannot tell you how 


much we get by the advertising. All I can say is 


when we put an ad in the newspaper we can definitely 


see an increase in our business by averaging the 
number of prescriptions we have done in the week 
before the ad and the number of prescriptions we 
have done in.the week after the ad. 

MR, TROTTER: Could you give us any 
idea of the percentage of your sales outside the 
Metropolitan Toronto area? You have told us it 
comes from all over Ontario. How’much is outside 
this area? 

MR, KERZNER: This is just a rough 
guess. I‘would’ say about 15%. 

MR, TROTTER: Outside? 

MR, KERZNER: Outside Metropolitan 
Toronto, 

MR, TROTTER: Have you advertised in 
Quebec? 

MR. KERZNER: No, we are not allowed 
under the Pharmacy Act to fill prescriptions for 
any other than'‘a medical “practitioner in the 
province of Ontario. 

MR, RICE: Your low inventory, and 
your suggestion there that there may be some delay 


in filling your prescriptions, I wonder whether or 
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not you have to get your prescriptions before you 


order your drugs from the wholesaler or manufacturer? 


MR, KERZNER: Yes, that is the way 
we work it. However, this procedure has no bearing 
at all on the speediness of serving. We pick it up 
and| mail, it; out the same day. We take it right 
down to the postal station and it all goes out the 
same day, so whether we have a drug in stock or 
out of stock, they are all filled at the same time. 

MR. RICE: When you order from a 
manufacturer, you can order in the size of package 
the particular prescription calls for? 

MR... KERZNER: Yes, we do that as much 
as possible. 

MR, RICE: .So that all you have to 
do is pick it up from the manufacturer, relabel it 
and mail it out? 

MR, KERZNER: We thought this was the , 
most efficient method of operating the pharmacy 
today, and that is what we do. 

MR. RICE: You have worked in retail 
pharmacies before you entered into this field that 
you are in now, this type of mail order business? 


MR. KERZNER: Yes. 


MR, RICE: And we heard before that the 


average prescription for 1960 was around $3.20 from 


a retail pharmacist. Could you tell us, since you 


know both sides of the story, what a prescription that 
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would cost $3.20 on the average, what it would cost 





through your syétem? 

MR , KERZNER: You are talking in averages 
now, and TI don't have any figures for our average 
prescription. I would say that our average prescriptipn 
prices would tend to be higher. 

MR, RICE: I am saying a prescription 
which would cost on the average $3.20 in a retail 
pharmacy, what would that cost in your pharmacy? 


MR. KERZNER: One particular prescrip- 





‘tion,’ or the whole average of prescriptions? 

MR, RICE: Any prescription which 
would cost $3.20, what would it cost from you? You 
give $6.00 and $9/00 prescriptions. What would 
your price be Gown “in “the (lower) prices? 

MR, KERZNERs Let us say we are allowed 
a profit of 40% on the prescription. Without figurin 
it out, I know that to take the cost of the prescrip- 
tion and add $1.25 would be higher than taking sixty- 
four cents for $3.20. ‘we do that and take 20% off 


the $3.20. 





MR, BRYDEN: And then you charge 
whichever is lower? 


MR, KERZNER: Yes, that is right. If 





it was in a range which was pretty close, I would 
| figure the price both ways, and whichever was lower 


would be charged to the patient. 





MR; BRYDEN: TI take it that your 
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specialty is more in the higher priced range? 

MR, KERZNER: Naturally the higher 
a prescription costs the more we are able to save 
a patient. That is the way it works out. 

MR. BRYDEN: That is why you give 
examples, I take it, of $6.00 and $9.00. That is 
the market that you are trying to appeal to? 

MR, KERZNER: That is correct. 

THE CHAIRMAN: Without attempting any 
play on words, I was interested in your observation 
that this method of operating a buSiness was con- 
sidered as the most efficient’ way of operating a 
pharmacy. 

MR,» KERZNER: Yes, I agree with that. 

THE CHAIRMAN: But you don't cater, nor 
do you supply facilities, for these same people who 
might need immediate medical treatrent? 

MR, KERZNER: No, we don't. 

THE CHAIRMAN: Who is going to serve 
the public who is going to need immediate treatment? 

MR, KERZNER: The regular pharmacists. 

THE CHAIRMAN: And you take off this 
high’ priced drug part of the business, which is 
required by the chronically ill? 

MR, KERZNER: Yes, we try to do that. 

THE CHAIRMAN: But at the moment, on 


the financial ‘results of the operation I take it 


you haven't taken off any figures, and it is too soon 
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to have.a proper picture of the results? 

MR. KERZNERs Yes, that.is right. 

THE CHAIRMAN:. .And..that. would mean that 
we would have to wait probably to the end of this year 
to even get a six or seven month. picture? 

MR. -KERZNERs We would like to get the 
accountant in as soon as»ewe can,, but, he,feels it 
45.8 little,too early.fo give.us+s,a,,composite;,picture 
of our operation. 

THE CHAIRMAN: What would happen 
if.you, find that you are losing money? 

MR. KERZNER: We would either have 
tO.increase.prices.and;ichange-our advertising to 
say so, or give@pup,thisrtype,of operation. 

| THE CHAIRMAN: Supposing you are each 
making $15,000.00.to $20,000.00 a year, what would 
yOu,.d9?.,.1d5-16,a,fair.question.to agk,you,+-ilf.when 
the results are tabulated you and your partner 
are making $20,000.00 a year each, what your policy 
would._be?. I.suggest.you,don't answer_it, but Il 
am going to suggest this to you, that it will be a 
Ssuccessful.operation, and you will be pleased that 
you went into the business? 

MR, KERZNER: Yes, you are quite right. 
I really don't think that this type of operation 
could pay two men anywhere close to that. The 


increased volume would mean increased staff and 
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increased costs, There would have to be a fantastically 
large volume to be able to show any profits close to 
that. Ll-have never really contemplated that problem 

at all. 

THE CHAIRMAN: Sears Roebuck and others 
have been successful on mail order -- 

MR. KERZNER: «We hope to be successful 
also, but those problems we don't worry about. 

THE CHAIRMANs; ©To be fair with you, it 
must be assumed that in going into this business you 
and your partner assumed that under this method you 
could make more money, than by being employed asa 
pharmacist in the regular way? 

MR, KERZNER:. No, I: think I would dis- 
agree with you. We. hope to be able to make a comparable 
living, because we have worked for it and taken the 
chance. going into this business. We hope to make 
an profit, but»there were other factors which in- 
fluenced us into goingyinto a,business like this, 
rather than to open.a store or work ina store as a 
regular pharmacist, and I believe the other reasons 
had quite a bit of weight, and it was not just the 


weight of-monetary gain that put us into the 
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THE CHAIRMAN; And the nature ofehose 
other reasons you réferred tocearlien, rand ‘I rst 
you indicated that you didn't like, as a pharmacist, 
being involved in the sale of the roméyharnddeutiesp! 


MR. KERZNER: That is correct, JI never 


did feel comfortable) I didn't like the job. It iwas 


‘k 


boring and laborious to do that type of work. Other 
factors which I haven't mentioned which I am ane 
have played a little bit into it, to open a pharmacy 
in a grade A-1 location requires a tremendous outlay 
of capital, which neither I nor my partner have, and 
even if we had the money, unless you are an establishe 
firm and)get @ good location, .to open a store in 

a small neighbourhood, working long hours, working 

not professionally all day, didn't appeal to us. 

MR, BRYDEN: What about going into 
the hospitals, where you would spend all the time 
in the profession? 

MR. KERZNER: Quite true. As a sales- 
man I also feel JI was doing a more professional job 
than I. was’ ‘doing: in ithe regular drug store. However, 
for some reason or other hospital pharmacy doesn't 
appeal, and it is just like working almost in a 
factory, where you come in and do your job and go 
hon€ and there isino room for enterprise, and I think 
that is most of what is missing. 


MR, BRYDEN:: You want to be in your 


own business? 
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MR, KERZNER: yes, that.is correct. 

MR, TROTTER: Do you think if you 
continued your newspaper advertising or did it to 
any extent that the College of Pharmacy would attempt 
GO cancel your ,.Licénce? 

MR. KERZNER;..I really aon tt, L eouldn”’ 

ansver that. As I said before, no official mention 
6.0 ever made. The only reason we got this idea was 
that Vanguard Pharmacy was in operation for four 
months at least before the College of Pharmacy really 
did anything about us, so to speak; and it may be 
coincidence, but about a-week after we put the first 
ad in the paper was the time we had any serious 
difficulties with..the, Ontario,College of .Pharmacy. 
We can't .afford to be closed.and we. cannot afford 
to be involved«in anymore litigation, and rather 
than.take, any outside.chances where this might be 
a.factor.we decided.to discontinue it. 

MR;+RICE:,..Mr., Kerzner, .to,get.back 
Lo,pricing -pellcy; ade.you purchase drugs from 
Dominion Pharmaceutical Company? 

MReo KERZNER: , Yess 

MR, RICE: And you were in business 
in June, 1960, ,were,,you,not? 

MR, KERZNER: Yes. 

MR. RICE: A package of a thousand 


phenobarbital, half. grain, a dollar and three cents, 


would that be about the right amount? 
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MR, KERZNER: I think it is $1.05. 

MR, RICE: And if you sold a thousand, 
a package of a thcusand af that tablet, would $3.25 
be right to charge the patient? 

MR, KERZNER: I couldn't say. I 
remember the $1.05, which is our cost, because I 
just filled a prescription for a thousand phenobarb 
half grain; and iivcharged othe | patient, ol believe, 


$2.95. I happen to know that that is a year's 


MR, RICE: I was wondering how that 
would fit into your $1.25. 

MR, KERZNER: The $1.25 is the basis 
of all our pricing. We take into consideration any 
other factors, and when a person purchases a quantity 
of a thousand in any one tablet that means we will 
not see that person again for probably a year. Let's 
Say a large percentage of our customers bought in 
very large quantities, we would go out of business 
because there wouldn't be the turnovers; we don't 
get that many new customers. Therefore when a person 
buys a very large quantity the $1.25 is not the rule 
we apply exactly. 


THE CHAIRMAN: On that basis an auto- 


ascertain whether a man bought a car every year or 
every four years, and to the four-year buyer he would 


supply for that patient. 
jack the price up because he wouldn't see him except 


mobilevdealer, if he applied your theory, he would 
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every four years. 

MR, KERZNER;: That could be quite true. 
However, we feel that this is in no way overcharging 
for the opesert psion. and we feel it is entirely 
fair for us to make this price. Quite often, since 
the customers get this sheet, and most of our cus- 
tomers were chronically ill -- and it amazes me, as 
a matter of fact, that they know exactly what they 
are getting and they know what it costs, and nee 
they are charged more than a $1.25 and it is 
explained to them, they have.no complaints in paying 
the extra money. 

THE CHAIRMAN: Would people buy a 
thousand phenobarbital at a time? 

MR, KERZNER: Perhaps phenobarbital 
is a dangerous drug, but if you had been taking it 
for five years you would be very famiilar with i¢. 
You would discuss it with your Geen Sees doctor 
would also give you a prescription for it, and you 
would tell the doctor you want a thousand and you 
would save money on 1t. As a matter of fact, where 
the patient asked me to contact the doctor, I did, 
and I had no difficulty in obtaining the thousand 
prescription. I wouldn't say it was the normal 
state of affairs, but it happens, especially with 
Out type of customers. 

MR, RIGE: if the ordinary revai) 


pharmacist, if he paid $1.05 for that, that would 
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mean he would charge about $1.45 plus 75¢, $2.20, 
and yet -- 

MR. KERZNER: No, I disagree with you. 

MR. RICE: What would he charge? 

oe ee I would say when you 
are talking about phenobarb I would never hazard a 
guess what a pharmacist would charge. The cost of 
$1.05 for a thousand is very insignificant, and the 
druggist has his own formula for charging. If he 
would charge that, then why does he buy the thousand 
and sell a dozen for $1.25. 

MR, -RICE?* I can't Gell you tha. 

MR, KERZNER: Well, for the same reason 
I can't tell you why one man charges $1.25, another 
will charge $1.05 and another $1.50. 

MR; BRYDEN: I am not quite clear. If 
the example that Mr. Rice proposed, is that the price 
this company charged at some date in the past? 

MR, RICE: That is what I understood it 
was, that they purchased a thousand phenobarbital for 
$1.05 and they filled the prescription -- 

MR, BRYDEN: Where did this information 
come from? 

MR. RICE: I was asking the witness if 
that was a 

MR. BRYDEN: Have you checked their 
records? How did you seize upon that particular 


example? 
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MR; RICE: I don't think I shoulddisclos 
that, Mr. Chairman. 

MR, BRYDEN: TI think there is a certain 
form of cross-examination developing here which I have 
noticed with other witnesses. 

MR, RICE: I think I put the question 
very fairly to the witness. 

THE CHAIRMAN: I think the witness 
réecesntszed “the iten. * "Mrs Pritce “asked “tire "Quest ron as 
to a thousand phenobarbital, $1.01, and the witness 
Said he didn't recall the $1.01 but he recalled the 
$1205: 

MR, BRYDEN;: It was suggested that they 
outline their stated’ poricy . "I don't know if they 
reve’ gha'reéd “a “price whitch’ ¥s’-out of “line with their 
stated policy. 

MR, “RICE: ‘I ‘believe the witness 
vestirired that ne recently orited a prescription 
at some time over $2.00. 

Mr. KERZNER;s Yes. ol “Vdan't "reer 
ae tamer “er “that “price -* Ppebieve Ll stated tie 
reason before. 

THE CHAIRMAN: I would rule that the 
questions are ‘relevant, ‘because the witness himself 
has , Dy Sire mevertrar ‘he has’ fired, “given certain 
examples of what their price is, and he has 
referred also t¢8'a ‘subject’ on which**we are all 


interested, having tmido with how 1a prescription fee 
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is determined, and it is out of that material that 
the cross-examination is relevant. I think the fact 
14 -— | ,don Le eoink 16.15.28 maveer on Whiloh eltner oF 
you gentlemen want to take issue -- I think the fact 
is already established that $1.25 is not an absolute 
pricing policy. As a matter of fact, they don't have 
financial records to know where they are going. 

MR. BRYDEN: I thought that was abund- 
anely clear, Mr. Chairman. | didn*s see where i 
was going. 

MR, RICE: The line of questioning 
was trying to compare simple prescription costs 
in Vanguard to a retail pharmacy. 

MR. KERZNER: May I interject here? 
When you have a drug which you sell for a very low 
price, the saving which you make the customer would 
naturally not be a very great saving over the normal 
pricing procedure in a drug stere., However, as the 
price of drugs increases you would find without 
exception that the price we charge saves the patient 
a substantial amount of money which has no relation 
to 10% or 204. 

MR. RICE: Down in the lower bracket 
there is not too much of a saving, but as the price 
of the drug increases, then they can take advantage 
Gr? i. 


MR. KERZNER: Yes, that is correct. 


MR. RICE:. Could you tell us approximat 
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where this point would be where it would be even, 
the price of the prescription would be even, 


purchasing from the retail drug store? 
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As far as I am concerned I feel on the 
price, I don't believe it will ever be even, as Il 
say, unless the other druggist has given a discount 
then there is the chance the price might be even. 
If the other druggist has charged the 
regular suggested retail prices then I would say 
that our prices are lower because I give a discount. 


MR, RICE: Do any members of the 





Committee have any other questions? 

MR, PRICE: I have a few. Do you 
pelieve the interruption by the College was justi- 
fied? 

MR, KERZNER: They won the Court 
case, 


MR. PRICE: Do you personally believe 





it was justified? 

MR, KERZNER: No, I don't. 

MR. PRICE: Did these interruptions 
come as a surprise? 

MR. KERZNER: Well, they duly informed 
us to appear before them and show just cause why 
they should not close us down. I would say the 
letter came as a surprise but the closure after the 
hearing certainly didn't come as a surprise. 

MR, PRICE: Could the interruption 
by the College have been avoided? 

MR, KERZNER: No, I don't believe 


that it could have been avoided. 
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MR, PRICE: You couldn't have had 

them come and inspect your premises and approve of 

them before you went ahead? | 

MR, KERZNER:; The Ontario College of 
Pharmacy goes by the Pharmacy Act. ‘The Pharmacy 
Act states you must inform the College 30 days 
before you open a store that you intend to open 
such a store, We informed the College a year-and- 
a-half ago we were going to open a store. They 
had every opportunity during the 30 days to inspect 
and make any suggestions they wanted, I said we 
were open four months before the hearing. During 
that four months Mr, Rubin was called down before 
the Infringement Committee, He explained fully... 

THE CHAIRMAN: I don't want to 
restrict you in any way, but if this is a rehash 
of the evidence that was heard by the Court I 
would think it might not be relevant. 

MR, KERZNER; This wasn't heard by 
the Court. It wasn't brought out. I believe to 
answer the question - he wants to know if this 
could have been avoided and I don't think it 
could have. We were down before the Infringement 
Committee and explained fully the operation of 
Vanguard Pharmacy. Mr. Rubin definitely asked 
if there were any suggestions which they would | 
like to make at that time. There were no sugges- 


tions forthcoming. Then we were called down to 
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the second hearing. They went over the same type 
of thing mostly, and then had a closed meeting at 
which they came to a decision we should be closed. 
They gave reasons why we should be closed. They 


rill 
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Te 


(il 


didn't give us a chance to conform to their require- 
ments, They just closed us down. 

MR, BRYDEN;: What were the reasons 
they gave? Are those in writing by the way anywhere? 

MR, KERZNER: Yes, they are in writing. 
They said we weren't operating a store. We didn't 
have the proper equipment. We didn't keep regular 
hours, and there was one other point - it just 
escapes me for the moment. 

MR, RICE: Mr. Bryden, I have a copy 
of the reasons from the Court of Appeal. 

MR, BRYDEN: That is on record? 

MR, RICE: They are not. They are 
already on record. 

MR, BRYDEN; You mean the Court of 
Appeal? 

MR, RICE:. Yes. They have been 
published in the Ontario Reports as well. 

MR. BRYDEN; At what? 

MR, RICE: I haven't got the cita- 
tion, I can provide you with the citation. I 
have a copy here I will let you have if you wish. 

MR, BRYDEN: one of the objections 


the inspector, the chief inspector mentioned when 
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he was here, there wasn't running water on the imme- 
diate premises of your pharmacy. Have you done any- 
thing about that? 

MR, KERZNER: Yes, we have running 
water on the premises. However, before we rented 
an office in an office building and we were using 
the common washroom which had a sink in it for any 
water that we needed. We had available water at any 
time. 

MR, BRYDEN: Do you have them now on 
your premises? 

MR, KERZNER: That is correct. 

MR, BRYDEN: What other alterations 
did you make? 

MR, KERZNER: We bought some dispen- 
sing equipment, and that is about it. 

MR, BRYDEN: Why didn't you do that in 
the first place? 

MR. KERZNER: We didn't know they 
required it. We opened a pharmacy according to the 
Pharmacy Act, and that Pharmacy Act states you must 
open a store. As far as we were concerned - I 
believe there is some legislative bill which 
defines a store, some place you sell by retail and 
other than that we didn't know that certain things 
were required, As a matter of fact the College 
had never published a list of what a pharmacy did 


require. It was only after the Court case was 
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being heard it was published in the Minutes of the 
Ontario College of Pharmacy, what they felt the 
minimum standards for a pharmacy must be. Before 
that time there was no information available, We 
felt if we needed dispensing equipment we could pick 
it up at the wholesaler along with the drugs each 
day. 

MR, BRYDEN: You worked in a retail 
pharmacy, wouldn't you have some indication from 
that? 

MR, KERZNER: J had an indication what 
dispensing equipment was normally stocked, but I 
had no indication that this was a Government require- 
ment in law. 

MR. BRYDEN: When would you require 
running water in dispensing prescriptions? 

MR, KERZNER: I beg your pardon? 

MR, BRYDEN: When would you require 
running water in dispensing prescriptions? JI know 
nothing about dispensing prescriptions. When would 
you require running water? 

MR, KERZNER: You require running 
water to rinse off, wash equipment after it has 
been used. You need it to wash your hands at 
various times. You need it to rinse out bottles 
before any medication was put in. I guess that is 
the major needs of water. 


MR, BRYDEN: Has anybody ever 
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suggested to you that the pricescharged by your firm 
are too low? 


MR, KERZNER: Yes. 








MR, BRYDEN: Who? 
MR, KERZNER: Various druggists who 
are, you know, friends that we have gone to school 


with, some of our suppliers, some of the drug sales- 





men come in and we shoot the breeze with said we 
charge too low. 

MR, BRYDEN: I take it from what you 
said earlier none of these suppliers have ever 
indicated your supplies would be cut off because of 
that, or am I right in that assumption? 

MR, KERZNER;: Yes, we were being 
supplied by a supplier and came out with an adver- 
tising campaign about vitamins which was to cut 
prices of vitamins. Immediately after that the 
supplier said he would no longer supply us with any 
of his goods. 

MR, BRYDEN: Does he now supply you? 

MR. KERZNER: Yes, he does. 

MR, BRYDEN;: How long were you cut 


off? 


Se en A 


MR, KERZNER: Until we - until after 
that litigation when we opened the store. 
MR, BRYDEN: Anybody beside your 


fellow druggists and suppliers ever suggest your 





prices were too low? 
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MR, KERZNER: No, no one else, 

MR, PRICE: Have any of your customers 
suggested your prices are too high? 

MR, KERZNER: No, nobody has suggested 
our prices are too high. In quoting our price quota- 
tion it sometimes happens they are already receiving 
a discount on their drugs. I believe the difference 
in our prices is negligible. We are about the same. 
For that reason they don't become a customer of ours, 
but other than that - of course, they don't suggest 
the price is too high. They just tell us they are 
already receiving the drug for a certain price. 

THE CHAIRMAN: To complete the record 
would you just tell us briefly the procedure with 
respect to ordering and collecting payment? Does a 
person write a letter and ask you to quote or tell 
them how much the prescription will be? What is 
the sequence of events? 

MR. KERZNER: Quite often we just 
receive a prescription with a note telling us to 
CIR Jal, 

THE CHAIRMAN: What do you do then? 

MR, KERZNER: Then we go ahead and 


fill a prescription, wrap it and mail it out to 


THE CHAIRMAN: C.0O.D.? 
MR, KERZNER; Yes, that is right. 


| 
them C,0.D. 
If we happen to be speaking to the customer, in 
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other words they want a quotation - they know what 
drugs they are purchasing and they want a quotation 
before, I tell them what the drug will cost them 
plus the mailing charges. I tell them it goes out 
C.O.D, usually, if they have no objection that that 
is how it goes out. Otherwise we send it out to 
them and they mail us a cheque. The only other way 
we get a prescription is by direct 'phone calls 
from physicians telling us to send a prescription 
to a certain patient. 

THE CHAIRMAN: Mr. Kerzner, you have 
been very frank in telling the Committee about the 
details of your operation. We thank you for 
coming. 

MR. KERZNER: Thank you very much, 

MR. RICE: Mr. Chairman, we have Mr. 
E.A, Jeffreys, who is the Vice-President of Honest 
Ed's Limited. He will explain the background of 
Honest Ed's to you. Mr. Jeffreys, could we have 
your name? 

MR, JEFFREYS: Edward Albert 
Jeffreys. 

MR. RICE: What is your position? 

MR, JEFFREYS: Vice-President and 
Director. 

MR, RICE: Vice-President and Direc- 
tor of what? 


MR, JEFFREYS: Honest Ed's and 
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Honest Ed's Pharmacy, Honest Ed's, Honest Ed's Phar- 
macy Limited and various other companies. 

MR, RICE: Honest Ed's and Honest Ed's 
Pharmacy are two different incorporated companies, 
are they? 

MR, JEFFREYS: Correct. 

THE CHAIRMAN: Who is Honest Ed, Mr. 
Jeffreys? 


MR, JEFFREYS: His name is Mr. Mirvish. 





He is presently on the high seas for a holiday. 

MR, RICE: How long have you been asso- 
ciated with Honest Ed's? 

MR, JEFFREYS: Six years. 

MR. RICE: Could you tell us the back- 
ground of Honest Ed's Pharmacy Limited? 

MR, JEFFREYS: It is a successor of 
Englander's Drugs. Englander's Drugs was a proprie- 
tary business established on Queen Street several 
years ago. Mr. Englander can give you the details 
on that. If I might elaborate a bit, Mr. Mirvish 
and myself in 1958 discussed the possibility of a 
pharmacy being established in the store. We felt 
for various good business reasons it would be 


desirable. In the early part of 1959 Mr. Mirvish 


SS A 


was attending a social affair and he met Mr. 


Englander purely by accident and got into conver- 





| 
| sation, and after that Mr, Englander decided to 
go along with the store and work out a lease 
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arrangement with Honest Ed's. That would be at the 
end of 1959. We had difficulties with the Ontario 
College of Pharmacy giving the necessary approval to 
the movement, Finally we opened in May, 1959. At 
May of 1959 Englander's Drugs was a proprietary 
Saaigedan Due to the volume of business and the 
prices we were working on in the pharmacy the volume 
grew very rapidly and it was decided in about July 
of 1960 it would be desirable to incorporate the 
company and convert the proprietorship into a 
limited company with the naine Honest Ed's Pharmacy 
Limited, 

That company has three registered 
pharmacists, directors and Mr. Mirvish and myself. 
That constitutes the directors. 

MR. RICE: Who are the shareholders? 

MR, JEFFREYS: Yes, Mr. Norman Englan- 
der, Mr. B. Koscec, Mrs. M. Haraysti and myself, 
bes, Sefineys "Five. 

MR, RICE: Is there only one class of 
share in the company? 

MR, JEFFREYS: Yes, common shares 
only. 

MR, RICE: Mr. Englander, I take it, 
is a registered pharmaceutical chemist, is he? 

MR, JEFFREYS: Yes. 
MR, RICE: Who other of the share- 


holders are registered pharmaceutical chemists? 
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MR, JEFFREYS: Mrs. Haraysti and Mr. 
Koscec, three registered pharmacists. 
MR, RICE: I understood from you 
before that Honest Ed's Pharmacy Limited has a leasing 
arrangement with Honest Ed's. 
MR OVJEFPRE YS *“ Correct. 
MR, RICE: Could you tell us if that 
leasing arrangement provides for payment of rent 
in proportion to the business or whether the volume 
| of business has any relation to the rent? 
| MR; -JEFFREYS: *“Yes, >the “lease*is 
exactly the same lease as was drawn up in the first 
instance, It provides for payment of monthly rental 


plus a percentage of gross receipts on an escalator 


pasis. 
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MR, RICE: Who is the principal share- 
holder of the Honest Ed's Pharmacy Limited; who owns 
the shares? 

MR, JEFFREYS: Mr. Englander. 

MR, RICE: I understand you have Mr. 
Englander with you this afternoon? 

MR, JEFFREYS: I beg your pardon? 

MR, RICE: I understand you have Mr. 
Englander with you this afternoon? 

MR, JEFFREYS: Correct, sir. 

MR. RICE: I was going to call Mr. 
Englander, Mr. Chairman, unless some of the 
Committee have any questions. 

THE CHAIRMAN; There is a letter here, 
a copy of which I have, which is addressed to me, 
as Chairman, dated June 29th, and signed by Mr. 
Englander. 

MR, JEFFREYS: Mr. Chairman, may I 
ask the indulgence of the Committee to bring to 
their notice one inaccuracy in the statement made 
by Mr, Moisley, the Registrar of the Ontario 
College of Pharmacy. I did write to you, sir, two 
weeks ago as regards the testimony, as I read it 
in the Globe and Mail, where Mr. Englander was 
said to have failed. I suppose the general impli- 
cation would be that he was unsuccessful in busi- 
ness and made a voluntary or involuntary arrange- 


ment with his creditors. That is not so, 
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Number two, sir, Honest Ed's was 
described as not being a fit place for a pharmacy 
and that was the reason why the Ontario College of 
Pharmacy were not anxious or did not want to issue 
the necessary approval for movement. I did write 
to you, sir, to that effect. I would like it, incor- 


porated in the evidence. 





THE CHAIRMAN: I shall do that and I 
think it is well for you to state the points you 
have and clear the record publicly. 

MR, JEFFREYS: Yes. 

THE CHAIRMAN: Have you anything that 
you would like to say, Mr. Jeffreys? 

MR, JEFFREYS: I think, Mr, Chairman, 
that Mr. Englander's brief will cover the main 
points. Thank you, 


MR. RIGH: Mr. Englander;,.wilb.you 





come forward please. Can you tell us what your 
full name .is? 

MR, ENGLANDER: My full name is Norman 
Harvey Englander. 

MR, RICE: What is your occupation, 
sir? 

MR, ENGLANDER; I am a pharmaceutical 
chemist, or a graduate pharmacist. 


MR, RICE: What school did you 


graduate from? 


MR. ENGLANDER: From the University of 
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ove the Ontario College of Pharmacy. 

MR, RICE: What year was that? 

MR, ENGLANDER: 1947. 

MR, RICE: After you graduated, what 
did you do? 


MR, ENGLANDER: After graduation, I 





worked in a store on Eglinton and then on Oakwood, 





and then I went back to the store on Eglinton. 
Then, I opened my own pharmaceutical shop on Queen 
Street West, in Parkdale. 

MR. RICE: How long did you operate 
your own pharmacy on Queen Street West? 

MR, ENGLANDER: I operated my own 
store for ten years. Just to clarify that, I 
operated my store on Queen Street for ten years 
and then I transferred it. 

MR. RICE: When did you transfer? 

MR, ENGLANDER: I transferred it in 
May of 1959. 


MR, RICE: Where did you transfer it 





to? 
MR, ENGLANDER: I transferred it to 


581 Bloor Street West, which is the premises of 





Honest Ed's, 
MR, RICE: The store you operated on 
Queen Street West, was that a typical retail store 
| with all the others? 


MR, ENGLANDER: Yes, it was. 
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MR, RICE: What you are operating at 
Honest Ed's, you just exclusively dispense now? 

MR, ENGLANDER: That is correct, yes. 

MR, RICE: I understand that you have 
a prepared statement that you would like to read CO 
the Committee? 

MR, ENGLANDER: Yes, I have a prepared 
statement here which I would like to read, 

Mr, Chairman and fellow members of the 
Committee, I would like to read you this brief that 
Prhave there; 

I feel that today the public is 
demanding a lower price on medical prescriptions. 
This has been brought home to me clearly by the 
very fact of the number of prescriptions that we 
are filling daily, not only from the entire area of 
Metropolitan Toronto but also from towns within a 
60-mile radius of the City, and we feel that in 
Honest Ed's we are meeting this demand with lower 
prices: 

We started very humbly with another 
graduate and myself. The other graduate was Mr. 
Koscee and, today, after two years' operation, we 
now employ five graduate pharmacists with Ontario 
licences and seven non-graduates., That also 
includes a bookkeeper, The original area that was 
described on the lease that Mr. Jeffreys spoke of 


was 72 square feet of space; but now, due to our 
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increase in business, we occupy one thousand square 


feet, The main feature of this is that we now do our 





dispensing from a mezzanine that overlooks the main 
area of the pharmacy. This provides an area where 
the pharmacists may dispense their prescriptions 


without any interruptions or distractions from the 





business going on on the main floor of the store. 
The dispensary is stocked with the 

most recent products that the pharmaceutical compa- 

nies have developed and I would say the freshest 


and the newest and also a complete line of pharma- 








ceuticals, and the equipment, I feel, is of the 
highest standards. It is set in a setting of the 
cleanest and the whitest enamel fixtures that we 

ean find. We have tried to keep it and we are 
keeping it on a very sanitary basis, as we can. We 
feel that this growth is because we have met the 
demand of the lower prices; but, it is not because 
we have solicited physicians or advertised generally 


to the public. We have taken advantage of the 





great volume of public that go through Honest Ed's 
business. 

Now, there are methods by which drugs 
can be lowered. There are very many of them. I 
list five. These five are more applicable to us 
at Honest Ed's Pharmacy. 


First is the elimination of delivery 





and pick-up service, This is a big expense for 
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most drugstores, It includes the cost of the vehicle, 
the maintenance of the vehicle, the payment of wages 
of personnel who have to drive those vehicles, There 
are other costs that do not usually show, like 


wrapping material, telephone charges and the usual 





advertising directed to the public to show about this 


delivery service. 





The second way we can lower them is no 
charge accounts, The last survey of the C.Ph.A., 


which is the Canadian Pharmaceutical Association, 





shows that 0.1% of all gross sales of all drugstores 
has been written off yearly as bad debts. fFaisois 
the total loss to the drugstores, This does not take 


into account the amount of money that most druggists 





spend in trying to collect their accounts. 
Thirdly, we feel another method is 
no exchange and no refunds. This can be costly in 
two ways. Firstly, there is the bookkeeping end of 
it. A lot of people say a bookkeeper doesn't mean 
mach, but when you consider the fact that you have 
to make cross entries in your books, there is a 
definite cost in the time and the effort that has 
to be made to make those entries. Then, secondly, 
medication that has left many pharmacists! hands, 
I feel personally, although there is nothing on 
record at the present moment, that it should be 
destroyed. I don't think medication coming from 


one person's home should be given to another 
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person; therefore, any exchange or refund made is 
definitely a total loss to the pharmacist. 

Fourthly, merchandise stocked by us is 
only pharmaceuticals products. We are not concerned 
with cigarettes, candy or other things like soft 
drinks or magazines. Our pharmacists perform nothing 
but pharmaceutical duties, They do nothing but fill 
prescriptions. The public is met by non-graduates, 
but supervised by a pharmacist and any questions 
that are required to be answered by the pharmacist, 
he is there to answer them, 

Fifthly, we find that volume buying is 
an important factor. We can buy in large volumes 
because of our increase in business. Our business 
has increased so much now because we fill so many 
prescriptions daily, we can buy, and especially 
those medications for the chronically ill, like 
diabetics or epileptics or mentally ill patients, 
we can buy those products in large quantities and 
pass the savings on to our customers. 

These five methods, we know, have 
been applied successfully by us at Honest Ed's. 

This could be done by other pharmacists, but of 
course, it would mean a change in the way the 
pharmacy is run today. It would mean the closing 
down of what we know as the corner drugstore and 

I think that out of the ashes of this particular 


thing, we can come up with something that will 
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mean something to pharmacy. We can come up with a 
well-staffed, professionally-staffed, efficient, 
sanitary dispensing pharmacy that will give profes- 
Sional and economical service to the public and, 
eventually, will restore the pharmacist to his 
professional status in the eyes of the public. 
Thank you, gentlemen. 


THE CHAIRMAN: Just to clarify the 





situation at the outset, let us direct our atten- 


tion to the goods and products which are sold by 





Honest Ed's Pharmacy Limited, I take it that in 

some other department of Honest Ed's department 

store, magazines and candy, and so on, are sold? 
MR, ENGLANDER: That is correct. 


THE CHAIRMAN: How far would the 





sundries go beyond what we are dealing with in the 
way of so-called prescription drugs? That is, in 
the pharmacy itself. 

MR, ENGLANDER: Well, for want of 
classification, I think we can define this very 
easily in saying that there are certain firms or 
certain manufacturers who handle or manufacture 
only ethical drugs, things that are prescribed 
by physicians. Even though they can be sold 
across the counter, we have got prescription for 
these items and those firms manufacture only 
those items. So, to define this clearly, we can 


say that the pharmacy handles only products that 
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are sold by those companies. 

THE CHAIRMAN: Well then, if I went 
to Honest Ed's to buy toothpaste, would it be in 
the pharmacy department? 

MR. ENGLANDER: No. It would not be 


in the pharmacy department. You would have to 





purchase that from the booths that are in the drug 





sundry department. 
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M/AG/h THE CHAIRMAN: What about hair tonic? 


MR, ENGLANDER: The same thing, unless 
it is’a type of hair tonic that “your doctor might 
DIeserTipe: 

THE CHAIRMAN: Then, approaching it 
from another direction. Of your volume of sales, 
what percentage would be from prescriptions? 

MR, ENGLANDER: From actual prescrip- 
tions, the volume of sales would be, at least, 
it has varied, and related figures we have are 
between 25 to 33-1/3% of our sales are prescriptions. 

THE CHAIRMAN: So that the large part, 
or two-thirds, or three-quarters of your pharmacy 
department sales do arise from goods which are not 
Covered Dy “a- prescription’ 

MR; ENGLANDER: yes, but let me point 
out here that these products are vitamin products, 
which*wevfeel are*néearith* products: “The Burk” of 
our sates“are these vitamins. 

MR. BRYDEN: What about patent 
medicines? 

MR, ENGLANDER: They are handled by 
the drug sundries department, and does not come 
under the pharmacy. 

THE CHAIRMAN: Would you agree with 
Mr. Kerzner, another witness, who [I think you heard, 
that drugs required by the chronically 111, arrive 


at the pharmacy in manufactured form to a large 
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depree? 

MR, ENGLANDER: Yes, I agree with that 
in the main. In tablet form, which is mostly what 
the chronically i111 take, it arrives in tablet form, 
but they may take liquids, which may have to be 
manufactured by the pharmacist at the point of dis- 
pensing. They also may need ointments which have 
tO be compounded, but I would say about 75% are 
already dispensed if in tablet form. 

THE CHAIRMAN: Do you do any mail 
order business? 

MR. ENGLANDER: No, we don't. 

THE CHAIRMAN: On your first point, 
of how the cost of drugs can be lowered, you refer 
to elimination of delivery or pick up service? 

MR, ENGLANDER; That is right. 

THE CHAIRMAN: It is a fact that if 
I went to get my prescription filled at Honest Ed's, 
I would still have to provide my own transportation 
to and from the store? 

MR. ENGLANDER: Yes. 

THE CHAIRMAN: So what 1 am getting at 
1s, i613 ,still arshifting.of;the costs,,Leaving it 
in the buyer's hands entirely? 

MR, ENGLANDER: The same cost wouldn't 
be added to the prescription. Your transportation 


individually wouldn't be the same as what we would 


add to that prescription to take eare of that. Your 
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individual transportation would come out cheaper. 

THE CHAIRMAN: Yes, I would agree that 
you would have difficulty measuring that item. 

MR. ENGLANDER: It could be measured 
this way, Mr. Rowntree. with the cost of a street- 
car ticket. To and from the store would be 30¢. I 
am Sure that to deliver that to you would cost a lot 
more than 30¢. 

THE CHAIRMAN: Then the customer's 
time may be worth something. There are a number of 
factors, but there is a shifting of the factor by 
that process. 

MR, ENGLANDER: Yes, to a certain 
derree: 

THE CHAIRMAN: Would you care to in- 
dicate to the committee, one druggist who appeared 
from a Suburban area earlier this week stated that 
on the day previous his store had compounded, or 
filled, I think it was 64 prescriptions? 

MR, ENGLANDER: Could I give that 
information to Mr. Rice confidentially? 

THE CHAIRMAN: Very well. Now, on 
the actual cost of a prescription, what cost 
formula do you use in establishing price? 

MR, ENGLANDER: Again I would like 
to ask permission to give that formula that I 


use to Mr. Rice in a confidential manner. 


MR. TROTTER: Your prices, would I 
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be correct in saying, and I gathered from what you 
have said, are based on the fact that it is not a 
cut-rate price, it is based on volume of people 
going into this store, is that the idea? 

MR. ENGLANDER: Tnat is not the basic 
facvory We have to establish some formula. We 
have a formula, but that is not the basic factor, 


but when we find we are dispensing more of one 





particular item, because we can buy it in a bottle 
of a thousand, we reduce the price and take the 


basic from that bottle of a thousand, that is the 





¢ontrolling» factor there; 

THE CHAIRMAN: Did you hear a previous 
witness refer to a type of phenobarbital and a 
thousand tablets? 

MR. ENGLANDER: Yes. 

THE CHAIRMAN: What would that pre- 
scription cost at your store? 

MR. ENGLANDER: Again you are coming 
to figuring out from the formula I will give you. 


THE CHAIRMAN: I think it is a fair 





question on that basis, that I could get the informa- 





tlon from getting on the phone and phoning your store? 
MR, ENGLANDER: No, you couldn't phone, 
we are notilisted: 
THE CHAIRMAN: I could get it by going 


in and asking. 


MR. ENGLANDER: Unless you presented a 
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written prescription from your ‘physician for tnat 
particular’ medication, L-wril nov’ price i Tor you. 
We know that there are a lot of shoppers around 
asking for prices. We feel that if people wish to 
deal with us they will bring a legally signed pre- 


Scription and then we will price it. 





MR, BRYDENS De~you ¢lalm that” your 
prices are lower than those available in regular 


pharmacies? 





MR. ENGLANDER: Yes, we do. 


MR. BRYDEN: Do you make that claim 








in the promotion of your business? 
MR. ENGLANDER: Yes, we have done that. 
MR. BRYDEN: Do you claim that they are 


lower by any percentage? 





MR, NGLANDER: No, we don't claim any 
percenvage. 

MR, BRYDEN: You say they are lower? 

MR, ENGLANDER: We just claim that they 
are Tower, 


THE CHAIRMAN: We have had a good deal 








of evidence from graduate pharmacists across the 
province with respect to the profession of pharmacy 
and the individual earning power relating to the 
going rate, and some were paying $125.00, $135.00 


a week. How would that compare in your view in 





your sbore? 


MR; ENGLANDER: I believe that would 
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compare very favourably with our store. ,Actually it 
is lower than the wéges we-pay in our store, 

MR, “RICE: «Lunderstand.the .source.at 
which you purchase your drugs is the same source of 
Supply from which you purchased your drugs back in 


your own pharmacy. Are they approximately the same 





manufacturers and wholesalers and so on? 


MR, ENGLANDER: With one exception. 





MR: RICH:.-¢Would;:yeu,teLl us, that? 
MR, ENGLANDER: Drug Trading Limited, 


MR, RICE: And the prices you purchased 





at from these sources, is that the same price as any 
retail pharmacy; would purchase for the same quantity? 
MR, ENGLANDER: yes. 
MR. RICE: Sowany difference.in the 
retail price from Honest Ed's and the retail pharma- 
cist is made up,as you.outline in your five. points her? 
MR. ENGLANDER: That is right. 
MR. RICE: What about the hours Honest 
Ed's pharmacy is openpeis that+eLimitedeat.ali? 


MR. ENGLANDER: It is. limited to the 





time the store is open. That is from ten in the 
morning to ten at night Monday, Tuesday, Wednesday, 
Thursday and Friday and Saturday ten in the morning 
to six at night, and closed all day Sunday. 


MR. RICH:. After those hoursthere-is 





nobody available for emergency? 


MR. ENGLANDER: No there is not. 
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MR. RICE: And the range of drugs that 
can be dispensed from Honest Ed's, can a person get 
any prescription filled there, or only the popular 
drugs? 

MR. ENGLANDER: No, it is the entire 
range. We try to, if the thing is a recent drug and 


we have not heard about it you cannot have it, but 





we try to stock our pharmacy with the entire range 
of pharmaceutical products available to all pharma- 
cists. 


MR. RICE: Do any of the drug companies 








réfuse+v6-selDeto you? 
MR, ENGLANDER: At the present moment 
no, 


MR. RICE: Did you have any trouble 





with the drug companies in starting your business? 
MR, ENGLANDER: Yes we had some trouble 
with them. Some companies refused to sell us, but 
now they all do. 
MR, PRICE: Did they give you a reason? 


MR. ENGLANDER : yes, some based their 





reason on previous experience with me. At one time 





I had difficulty in paying my bills, and they claimed 

that was the reason for it. Others said I didn't have 

an account with them at the time I was in Queen Street 
MR. PRICE: Would you classify these 

as excuses? 


MR, ENGLANDER: Ina way, yes. 
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MR, RICE: I would like to follow up 
the line Mr. Bryden started out with the difference 
between the price of prescriptions at Honest Ed's 
and Regional Pharmacy. You have operated an outlet 
before you went to Honest Ed's. Can you give us 
any difference in the price of prescriptions between 
your pharmacy on Queen Street and Honest Ed's? 

MR. ENGLANDER: Again I don't want to 
be reluctant to tell you, but I feel this is 
confidential information. 

THE. CHAIRMAN: I think it is a fair 
question. what is the differential between your 
price policy at Honest Ed's pharmacy and what you 
regard is the general price at the corner drug 
store. Would there be a 10% difference? 

MR, ENGLANDER: I would say between 
15% and 25%. 

THE CHAIRMAN: That is an important 
matter and it is a matter in which the Committee 
is interested. 

MR, ENGLANDER: I am willing to 
Supply the committee in confidence this information. 

MR. RICE: I would assume that there 
would be a range, because there would be a different 
price change in certain drugs than other drugs? 

MR, ENGLANDER: I don't follow your 
question . 


MR, RICE: In other words,it is not 
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a constant discount rate across the board. 

MR. ENGLANDER: No, we don't take a 
constant discount, sno: 

MR, RICEs:) o9It varies .withethe drugs? 

MR. ENGLANDER: Yes, it would. 

MR, RICE: «Would it be safe to say that 
the more expensive the drug the greater the cut in | 


price and the saving to the customer? 





MR, ENGLANDER: Depending on the type 
of drug being paedsygifwithis a typesofsdrug. for 


the chronically ill, we.try to price it as low as 





possible. 

MR, BRYDEN: HOw would a customer 
know whether in fact your prices are low? Is the 
only way to go to two or three different stores? 

MR. ENGLANDER; Actually that is what 
they do., They do get the prescription from their 
physician and we have seen on the back or even on 
the front, five or six different prices. 

MR, BRYDEN: Do you think they are 


checkirg on you to satisfy themselves that your 





pryiees are in,fact lower? 

MR. ENGLANDER: JI would say some of the 
would be doing that. JI think that when you buy a 
car you go out and price maybe five or six different 


dealers. 





MR; BRYDEN;: I do when I buy a car, 


but I have never done it when I bought a prescription. 
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MR, ENGLANDER: If you are taking the 
same prescription day in and day out -- 

MR. BRYDEN: I might do, yes. 

MR, ENGLANDER: It is necessary for 
life and you want to get it as cheaply as possible. 

MR, TROTTER: From your experience from 
your own store and the one you are in now, and the 
litigation in pharmacy, would you say that the College 
of Pharmacy tried to control drug prices? 

MR. ENGLANDER: I would say that they 
have suggested prices to the pharmacists to guide 
in his prieing™of preseriptions.* "Now, this is just 
a guide. If someone wishes to assume that it is 
law, he can do that. Naturally, something coming from 
the august body of the College of pharmacy, some 
people might assume it is law, other people feel it 
is not and they can price as they please, but in the 
general run of things I would say that the College doe 
not Gry “06, 1 deem now force you to follow this 
Senedule, 

MH. FULLERTON: Have you b2en criticized 
by the College, or your suppliers, for underselling 
the other drug stores? 

MR, ENGLANDER: No, not in those particullar 
words was 1 criticized Tor price, “I was criticized 
for the so-called carnival atmosphere which Honest 
Ed's has, which is a facade that comes out in the 


newspapers ad, but never on price. Everybody acted 
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very cagey on it. Maybe by innuendo, the word Drice 
came in, but never in straight words. 

MR, BRYDEN: Would it be possible for 
you to carry on your type of business, which is 
exclusively confined to items which are or might be 


prescribed, would you yourself attempt to Gar ry ts 





on except within a larger store like Honest Ed's? 
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MR. ENGLANDER: I don't think that it 
could be operated in any other area, unless you were 
absolutely established as a large pharmacy, such as 
Starkman's who is established at the present moment. 
But you require the traffic that goes through that 
store to get established. 

MR.‘ BRYDEN: In other words, the 
so-called corner-drug* store carries a great many 
srde*items, and you are relieved of carrying those 
Side items because you are’ in premises where some- 
oneVelse carries’ them? 

MR. ENGLANDER: That is right. 

THE CHAIRMAN: This all comes under 
the heading of ways and means of generating business. 

MR, ENGLANDER: It could come under that 
yes. For instance, EatonS and Simpson's have a 
pharmacy cHEae: they are’relieved of carrying these 
Sundry items as well, and they can devote their time 
to filling preseriptions. 

THE CHAIRMAN: Would you call your 
organization a discount house? 

MR. ENGLANDER: That I leave to 
Honest Ed's to call his place what he wants to call 
LU 

MR, BRYDEN: But yours is at least 
technically an independent company, isn't it? 


Mh.-+ENGLANEBR? 9? Yess" that PS+righké, 


we are independent, and that is why I say I leave 
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Ghe nomenclature to Honest Ed, not me. 

MR, PRICE: You have done joint adver- 
tising? 

MR, ENGLANDER: Yes, that is right, but 
we are going to do independent advertising. 

MR PRICE: “Howtd6 your pPices “¢cnipare 
with other prices? 

MR..-ENGLANDER: I belleve they are 
lower. 

MR; PRICES bo you have any complaints 
about the cost of drugs? 

MR, ENGLANDER: My prices or other price 

MR, “ERICH: Do yourveustomers ¢emplain 
about the cost of drugs? 

MR, ENGLANDER; Yes, the public have 
complained quite a bit, otherwise I would not have 
opened up under Honest Ed's. 

BR, PRICE; “Do. youvstill get complaints? 

MR, ENGLANDER: Yes. 

MR, PRICE: How do you justify your 
prices? 

MR. ENGLANDER: For these same five 
reasons I have given you. 

THE CHAIRMAN: Are you justifying your 
price or what Mr. Price was talking about? 

MR. ENGLANDER: He was talking about 


Someone else's price. You mean that my price is high? 
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MR. ENGLANDER: Well, I will answer that 
in the negative. If Ido get that’ complains, it is 
only rarely do we gee""16" 

THE CHAIRMAN: That is the point, have 
you ever had them? 

MR. ENGLANDER: Yes, we do, but very 
rarely, and even then we find out that the customer 
has a relative in the pharmacy business or the 
pharmacist is giving them a concession. 

MR. PRICEs*” Have you ever’ really had 
it from someone not really a customer but someone 
in another capacity? 

MR, ENGLANDER: We do not really price 
them. 

MR, PRICE: Have you had anyone come 
in with a prescription asking for a price? 

MR, ENGLANDER: Yes, they ask us for 
a price. Nine times out of ten that prescription 
comes back to us. 

MR, PRICE: Have you ever had anyone 
just wanting the information? 

MR. =NGLANDER:; Yes, that is right. 
There might be another druggist. 

MR, PRICE: Have you had any complaints 
from your customers about the high price of drugs when 
you were located on Queen Street? 

MR, ENGLANDER; yes. 


MR, PRICE: Do you think these complaint 
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were always well-founded? 

MR, ENGLANDER; In the majority of cases 
I would say they were well-founded, and that is the 
reason I entertained this idea. 

MR, PRICE: We have been led to believe 
that some customers can well afford to pay these 
higher prices but, nevertheless, complain about the 
cost of drugs. 

MR, ENGLANDER; Well, depending on the 
grea which. your stere.is located., I, think if,the 
people in the low rental area complained about the 
price of drugs it would be a relevant complaint, but 
if you are in a high rental area where the average 
income f the householder is quite high, perhaps you 
would feel that the complaint is not well-founded. 

MR, BRYDEN: Why Should he pay any more 
than the other fellow for the same thing? 

MR, ENGLANDER: I don't say he should 
pay more. 

MR, BRYDEN:; Why should he be less 
concerned about having a lower price? 

MR. ENGLANDER: I think that he is less 
concerned sometimes. 

THE CHAIRMAN: I think if a person were 
of such means that the price was not of concern to 
him, 10 wouldn't affect him. 


MR, BRYDEN: I sometimes cannot follow 


the suggestions forward because many people have a 
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fairly good income and they shouldn't complain because 
they feel they are being overcharged. 

MR. ENGLANDER: Let's take it out of the 
field of pharmacy. we have seen people going into wha 
is called exclusive shops for an item which has been 
priced quite chign, “andSyet the same item can be 
purchased elsewhere’atAa lower "price ji “and “yet -it"Ls 
the same item, You are’still dealing with the same 
Bdéea. 1nYouvlarée wot de@ling “with dprugs'*there, you are 
dealing with the monetary value of the thing the 
person has bought, and if he doesn't complain about 
the high price "ef the litemihe has .bough: Dvlanotiher 
shop, you wonder why he should sometimes complain 
about the price of the prescription, ‘I\am not 
trying to justify it, but that is the case. 

THE “CHAIRMAN S° -It is ‘part of the: 
foibles of human nature. 

MR. ENGLANDER: True. 

MR, TROTTER: Mr. Englander, I was 
wondering when you gave information to Mr. Rice in 
confidence if possibly you couldn't give a comparison 
pétween “your "prices “andthe regular drug store prices, 
drugs for the chronically ill, try to have comparative 
prescriptions for someone who is suffering from 
arthritis or people who are suffering from the disease 
you get in old tages 

MR, ENGLANDER: yes, I can give him 


that information, not today but some other time. 
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MR, RICE: Mr. Englander, I take it 
that in Honest Ed's you have a large volume of 
pusiness in this prescription department? 

MR, ENGLANDER: Yes. 

MR, RICE: Would that not be a sixth 
reason for volume sales? 

MR, ENGLANDER: Well, we take it into 
consideration with volume buying. If you don't 
sell in volume you won't buy in volume. 

MR, RICE: Also in large volume sales 
you.could make less and still end up with more. 

MR, ENGLANDER: Yes, that could be 
HOsixthoreasons vlaneverr thought! of, iv. 

MRQCRICES ¢When you recedwedrthevcom- 
plaints when you were operating your store on Queen 
Streelbawestrdaidtyou’find that a large part of this 
was a lack of understanding on the part of the 
customer as to how his prescription was priced, 
that perhaps some expla nation could clarify it? 


MR. ENGLANDER: Yes, information could 


be given to clarifyeie shut evens wathothe explanation 


some people wouldn ®t accept: it. 


Mae Roce Did you have any diffleuley 


in making ends meet in your business on Queen Street? 


MR. ENGLANDER: For a-while, yes. 


MR, RICE? Do you'feelthat the Ontario 


Golléegce of Pharmacy methods of pricing for a retail 


pharmacist, having in mind he doesn't have the volume 
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you have and he has the difficulties that an ordinary 
corner pharmacy nd aiede you think it is a fair 
pricing? 

MR. ENGLANDER: No, I think some of 
these prices are personally unfair, especially from 
the breakdown from the original package. 

MR, RICE: Unfair to the pharmacist? 

MR, ENGLANDER: Unfair to the public. I 
am not talking about the pharmacist. 

THE CHAIRMAN : Against the proposition 
that a large volume of business leads to certain 
economics or benefits that you are obviously applying, 
would you agree that your situation, your present 
situation, and location could not be compared with 
the problems which are faced by a retail druggist in 
a village or a town? 

MR, ENGLANER: Oh, definitely. He 
couldn't compare himself with my operation at all, 
there would be no opportunity to do the same thing 
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It is only in an urban centre that this could be 
done, 

THE CHAIRMAN: And his problems, then, 
would be completely different from yours? 

MR, ENGLANDER: Yes, his problems are 
completely different, and these problems are taken 
care of in the local pharmaceutical association, 
each area has their own association where they take 
up their own individual problems. 

MR, RICE: Any more questions? 

MR, PRICE: Have you ever been able 
to eliminate this unfairness to the public in 
Honest Ed's? 

MR, ENGLANDER: Yes, we have. 

MR.BRYDEN: Do you feel inclined to 
reveal how much you pay your pharmacists? You 
have, I think, six of them? 

MR, ENGLANDER: We have five. 

MR. BRYDEN: In addition to yourself? 

MR, ENGLANDER: No, including myself, 

MR, BRYDEN: You have four, then? 

MR. ENGLANDER: Yes. Yes, I can 
reveal some of their wages. 

MR, BRYDEN: Can you give us the 
lowest and the highest? 

MR, ENGLANDER: The lowest is $7,000 
and the highest is $10,000, per year. 


MR, PRICE: That is salary only? 
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MR, ENGLANDER: Yes. 

MR, PRICE: There is a possibility that 
they would have a share of profits? 

MR, ENGLANDER: Not as such; a bonus 
or something. We try to make it attractive to them 
to come to us. 

THE CHAIRMAN: Mr. Englander, you have 
been very frank with us and the information you have 
given will be helpful. Thank you. 

MR, ENGLANDER: Thank you. 

THE CHAIRMAN: Now, at this stage of 
the Committee's sittings I would suggest that we 
adjourn sine die and due notice will be given of 
the next meeting of the Committee, 

The next phase of the Committee's 
enquiry will be concerned, as I see the situation 
at the moment, with the manufacturers and cettate 
material which is being prepared now. I can't say 
that we won't meet in the month of August, but at 
the moment I would consider it highly unlikely. 

MR, BRYDEN: May I merely say that 
I would appreciate if there were no meetings 
between July 31st and August llth, if it possible 
to avoid those dates, 

THE CHAIRMAN: I think that is the 
way it will work out. 

Are there any other observations to 


be made at this time? Anybody in the public have 
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anything to say? 
Well, we will consider the 


adjourned. 


--- The hearing adjourned at 5.25 p.m. 
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APPENDIX "A" to Volume No. 27 dated June 29th, 1961, 


covering Pages 2644 to 2655 


PHARMAC-Y 


L. Approximately how many items. are stocked 


in the Pharmacy? 

Approximately 2000 items. 
rip Do we buy anything from British Drug 
Houses? 


Yes.. Some items.that are purchased 


from this company include. prednisone, stilboesterol, 


phenylbutisone, PGA penicillin tablets, carbachol 


|}ampoules, ceffeine and sodium. benzoate ampoules, 


epheadrine. tablets, and a number of pharmaceutical 
chemicals. 
as Why. and what do we buy from National 
Drug Company? 

Some manufacturing companies such as 
Eli Lilly. and Schering Company only sell through 
National Drug and do. not sell direct to the purcha- 
ser. .In addition, most drug companies stipulate 
that orders must be for a certain quantity before 
the. purchaser is. allowed to buy direct from them. 
In this.regard the. hospital pharmacy does not use 
some drugs in sufficient quantities to buy direct 
from the drug manufacturing company. Many pharma- 
ceutical chemicals are now only available through 


a wholesaler such as National Drug and nave been 


discontinued by many drug manufacturing firms. 
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The most obvious reason is of course convenience. 


What items are purchased from National Drug 





Zine oxide ointment, talcum powder, 
epsom salts, Eli Lilly Products, Schering. Products, 
and a number of: pharmaceutical chemicals. 

4, Do we Poe Bide nga oe by tender? 

At one time the hospital pharmacist 
used to send out tenders for APC tablets and their 
compounds to several drug firms. The firm of 
Charles E. Frosst was always the successful bidder 
and the tender was always awarded to them. For 
this reason the procedure of sending out tenders 
for those products was discontinued and the pro- 
ducts have been purchased from the Frosst Company. 

In addition, tenders used to be sent 
out for the supply of hypodermic tablets and, for 
the reasons noted above, J.F. Hartz Company was 
always: the successful bidder. Similarly, fherwrohe 
same reason, J.F. Hartz is now the supplier for 
all the hypodermic tablets used in the hospital. 
Prices from other firms are checked on from time 
to time to ensure that the present suppliers still 
have the best price. 

Le Why do we buy from Certain Specific 
Firms? 
Over a period of years with the 


quality control, established by the large manufac- 


turing firms, we have always been assured of 
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quality and the replacement of deteriorated items. 
The quality of shelf ‘stock is always assured. ~ In 
addition, doctor's prescription orders have a great 


bearing on what company will be used for purchases 





peCaice Or the sveclat ey Ordered. 





Many Of the certain specific firms 





are the only ones who can supply specialty items. 
It follows that such specialty products must neces- 


sarily be purchased from them. 





Over a period of years, pharmacists 
have become familiar with the various firms and 
through constant association with them have formed 
an opinion of the company's reputation. 
oft How and why do we consider any Firm 
better than another? 

Such opinion is usually a@ case of 


better price and the preference for the form in 





which the product is manufactured. For the most 
part when purchases are made, the pharmacist is 
aware of the generic and chemical name of the 
product and for this reason purchases from the 
company that offers the best price, service, and 
ready availability of the product. 

Te Total number of prescriptions for 
an average day filled by one pharmacist in the 
Hospital Pharmacy. 


On June 26, 1961 one pharmacist 


filled 231 patient medications, 5 staff preserip- 
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tions, plus 3 prescriptions for students. She also 


processed 123 credits for returned medications from 


patients. 
8. What special discounts are received? 





A few examples would be as follows: 


t.--A.H. “Robbins ‘Company ~=-when“pro- 





ducts from this company are purchased through the 
National Drug company, the discount is 40 per cent. 


If purchases are made directly from the Robbins 





Company an extra 16.2/3 per cent discount is given. 
2. Hoffman LaRoche - in purchasing 
Prostigmine ampoules in quantity the following 
prices prevail in lots of 100 ampoules at $12.00 
per hundred, 50) ampoules at $11.30 per hundred, 
5000 ampoules at $10.30 per hundred. 
It should be noted that some compa- 


nies offer special discounts on large quantity 





purchases. Unless the product is used frequently 
the tendency would be to over-stock on the item 


with resulting deterioration due to an extended 








shelf lite. 

a Nhat do we buy in large quantities? 
Chloromycetin capsules, phenobarbital 

tablets, aspirin phenacetin compound tablets, 

sodium amytal capsules, ether, dettol antiseptic, 

and 95 per cent alcohol in 25 gallon drums. 

LO Do we buy any drugs direct from 

Jules Gilbert, if Yes, What? No. 


If not why not? The pharmacist has 
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never been convinced that drugs being distributed 
from this particular company are up to the labelled 
strength and quality. In addition, it is possible 
to purchase drugs by generic name from reputable 
manufacturing firms that have been established for 
a. Number of iyears.. .Sueh. firms: include British’ Drug 


Houses, Glaxo-Allenbury. 
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cf-Oneresumingeat 23100pems 


THE CHAIRMAN: Gentlemen, we will call this 
meeting to order. At the outset I would like to make 
some reference to what has happened to our Committee 
between the last sittings and today. In the meantime, one 
of our members, Mr. Albert Wren is no longer with us. I 
would think we would all, including those who are parties 
to this hearing, would want to pay some respects to him, 
Mr. Wren was taken away at altogether too early an age. 
Maybe it is a warning for a lot of us about the speed and 
the propelling times in which we seem to be living at the 
moment. Mr. Wren was a friend of mine, and I am sure he 
wasuOfceach,rof the other members of the Committee. He 
was very much interested in this subject and hé and I have 
had many discussions about the subject matter with which 
we are dealing. .-I am just sorry he is not here. He was 
a fine gentleman and he has made a very great contribution 
not only to public life, but to this Committee in particular. 
I am sure the rest of the Committee would want to join 
with me in those observations. 

Now, it is now November of 1961. It has 
been announced the legislature will be sitting a week from 
Wednesday. The importance of this particular subject of 
this Committee is such that we would like to accomplish 
as much as we can between now and the next eight days, 
preferably within this present week. As a matter of fact, 
on the sitting of the legislature this Committee automa- 
tically becomes dissolved and it is apparent that we will 


require a resolution of the House to continue the sittings 
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of the Committee. I am prepared to recommend to the 
Prime Minister that be done and the reason for that must 
be obvious because we will require some meetings of this 
Committee to consider and finalize our reports. 

I would hope that the evidence which remains 
to be heard would beraivailabke tin«c lear fipreeitse (and 
Succinct form so that we may take advantage in as an 
efficient a manner:as possible of the days which remain 
to us, particularly during this present week. 

We? havea major brief to be presented ; 
starting this afternoon, from the manufacturers as a group 
represented by the Canadian Pharmaceutical Manufacturers 
Asseciation. There may be other evidence from individual 
manufacturers. 

Hhéw Gudchebike tt o make «this, spoinmt cléarg»s This 
Committee having sat for a year and a half and various 

, partdkées: with tinterests thaving appeared before it, it may 
very well be that in what appears to be the closing hearin 
of our Committee that some of the parties to this subject 
matter may want to come back and present some final 
Observations. If that be so then we are prepared to hear 
them, in fact, we would welcome any observations which you 
may have to make. 

The Committee dealing with a subject matter 
such as this is concerned with coming to certain conclu- 
Sions and also we are bound to make certain recommendations. 
Having in mind those two primary and essential points of 
our being then it would seem that some of you might want 


to come back who were heard at an earlier stage and, in 





the light of the evidence which has been produced since thén 
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make some final observations. If that is your wish, if 
you will make your desire known to the Secretary, we will 
make the necessary arrangements to hear you. 

Now, we will proceed with the submission of 
the Canadian Manufacturers Association. Mr. Rice? 

MR¢xRICEsncE beliheveaMrs Hutie'would like to 
introduceeMr.aConders 

THE2CHATRMAN? iOMr. FP¢RO@Humey"QiCy, “For the 
Canadian Pharmaceutical Manufacturers Association. 

MR. HUME: Thank you, Mr. Chairman. Mr. 
Chairman and gentlemen, as first counsel to speak to you 
and one who has appeared before you and followed the trans 
cript I merely wish to add to the remarks that the 
Chairman made with respect to the late Mr. wren. Anyone 
whochas read the transcript will be well aware of his 
keen cinteresticin ithe matter and his loss will be felt, I 
am sure, by the Committee. 

Also, Mr. Chairman, I would like to make a 
personal reference to you. I know this won't embarrass 
you because we hare fold friends... yolh wish to extend to you 
my congratulations for your re-appointment as Minister of 
Transport and to wish you the best in those duties, 

Our purpose this afternoon is to provide 
whatever information we have in succinct form, we hope. 
This consists ofiia table of material: that has been collected 
by Mr. A. J. Little and rather than go through the tedious 
process of qualifying Mr. Little by question and answer 
may I say for the purpose of the. record that Arthur John 


Little was born in London, Ontario, in 1913 and was 





educated in the London Public Schools, Appleby College and 
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the University of Western Ontario where he graduated with 
his B.A. degree from the Business Administration Depart- 
ment as a gold medalist. He obtained his degree in. 
chartered accountancy in 1939 and was made a Fellow of the 
Institute of Chartered Accountants of Ontario in 1956. 
He has 26 years experience with Clarkson Gordon & Company 
and has been a partner since 1945. Now he is Chairman 
of the Canadian Tax Foundation. He has appeared before 
the Ontario Municipal Board and other rate fixing bodies 
and as an expert witness. Mr. Little has prepared certain 
material as the result of questions he put as the result 
of questions of this Committee. Perhaps, Mr. Little, 
would be good enough, to explain at this point and answer 
any questions of the Committee on this document dated 
October 24th, 1961 and entitled "Compilation of Results 
of Special Questionnaire." 

THE CHAIRMAN: I think you have qualified 
Mr, Little, I don't think there is very much doubt about 
that, 

MR, HUME: Thank you, sir. 

MR, LITTLE: Mr. Chairman, I have, as Mr. 
Hume has put it, you won't wish me to read this so [ have 
qa few comments that might be in order. In particular Il 
think I should start by explaining the method in whichooe. 

THE CHAIRMAN: Might we at the outset, Mr. 
Little, file this document which is entitled on the top, 
October 24th, 1961, Schedule 1 and continues therefrom 


some seven pages, as an exhibit. 
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1 MR, LITTLE: The questionnaire which was 


3] was prepared by me following a meeting with the Steering 
4 Committee of the Association, I attempting in drafting 

S| the questionnaire, to Supply answers so far as [ thought 

6]/ it possible to do so to the questions that had come up 

7| earlier in the hearing. I read the transcript and made 

8| note of the various figures and analyses that were useful. 
9 I believe that I have incorporated all that were possible 
10] to be included. In summarizing the information I summarizéd 
11| for the year 1960 because I thought the more recent 

12|| information would be of most use to the Committee and also 
13] that the member manufacturers of the Association would be 
14) able to provide the information more accurately if it was 
15 of more current nature. Actually I did as well obtain 

16) information for 1959 which is very similar thereto and is 
17| very similar and quite comparable, of course, to the 

18} information which was submitted by Mr. Conder and was 

19| contained on page 30 and 31 of his brief except they are 
20] not the same companies involved. I don't know which 

21) companies are involved. There were 43 companies in the 

22] Original survey. There were 40 companies in our survey. 
23|| Although the total sales figures in ours was a little higher, 
24 the proportionate analysis is very similar throughout. 
25 THE CHAIRMAN: The sales figures in this 

26 || compilation refer to Canada or total production wherever 
27 |their business may be or to Ontario alone? 


MR; SUPPLE? +SPRe®itrures apply to the 


business generated in Canada by these Canadian companies 





whether they be Canadian, Ontario or export sales. One of 
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Schedules will analyze the sales figures. 

I thought the Committee would be interested, 
Sir, in the number of companies that might be included 
in the survey and then an indication of the importance of 
those that have been ommitted. ' 

At the time of preparing the questionnaire 
I was advised there were 54 members of the Canadian 
Pharmaceutical Manufacturers Association. Six of those 
companies were not distributing pharmaceuticals to the 
trade, but were suppliers and were companies who under the 
present rules and regulations wouldn't have been eligible 
for membership in the Association for that reason, but 
having been members for many years were allowed to remain, 
SO six companies were excluded from the questionnaire at 
the start, which left 48 possible companies for inclusion, 
Of the 48 six chose not to participate, One which was 
expected to reply did not reply. One replied after the 
bulk of the summarizing of the figures had been completed 
and we felt the expense of going back and reworking our 
figures was not worthwhile, It was a very small company 
in the total picture. That left 40 companies that 
actually participated in the questionnaire, 

The eight companies that didn't take part, 
we, of course, had no figures from them, but it was 
possible for the Association to indicate to us the estimated 
sales volume of such companies because their fee for 
participation in the Association is based on volume. We 


took the range of sales figures of the eight companies and 


totalled them up and found that the Aggregate gales 





would probably fall in the range of three million eight, t 
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five million two hundred and fifty or something in the 
neighbourhood of three to five per cent of the total volum 
of sales of the members of the Association. 

I also thought your Committee would be 
interested to see what percentage of the total pharmaceuti¢al 
industry might be represented by these companies if it 
was possible to work some appropriate figure. From the 
Dominion Bureau of Statistics' summaries of the medicinal 
and pharmaceutical preparations industry for 1959 on table 
3 would appear to be a corresponding total sales volume 
of comparable products for 1959, which is the most recent 
year, and that figure amounted to 116,938,000 to the 
nearest thousand. The 1959 sales for the 40 companies 
included in these results amounted to 106,000, 258, slightl 
lower than the 1960 result which appeared on my first 
schedule. The 1959 sales of the 40 companies which is 
included represent about 91% of the total sales for Canada 
in 1959 and that would appear to be comparable..eoe. 

MR, BOYER: Was that 40 companies, 106 million? 

MR, LITTLE: 40 companies, 106,000,258. 


MR, BOYER: Thank you. 
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MRYcLITTEE: “Schedule 1, Mr,*Chairman, is 
exactly comparable to the schedule which was submitted by 
the Association, and was contained on pages 30 and 31 of 
Mr, Conder's brief, except that it is for 1960 and repre- 
sents 40 companies, and not 43, 

Questions were asked in the earlier hearing 
as to the extent of influence of large companies on the 
results, On analyzing the figures, we found that six of 
the 40 companies accounted for 40% of the total sales 
volume. Their profit, net profit after tax, related to 
sales, amounted to 6.6%, which compares with the figure of 
5% as shown on Schedule 1 for the 40 companies involved. 

I had no other comment, sir, about Schedule 
1 except I wanted to draw your attention to one figure, or 
two figures that appear unusual, In Items 9 and 10, Item 
9 presents the amount of dividends paid by the companies 
for the year, and line 10 indicates the amount retained in 
the business, Now, the sum of these two figures is the 
net profit after taxes for the year. 

In the previous submission for 1959, the 
amount paid as dividends and the amount retained in the 
business was approximately equal although the total of the 
two was about the same as for 1960 - over seven million, 

In case the figures might seem to indicate 
what is the distribution pattern of the companies, I looked 
back to see what had happened and why the amount retained 
should be low, and what in fact happened was that two 
large companies in 1960 paid out dividends which exceeded 
their earnings. It had the effect of producing a very 


small amount for retention in the business. It could in 
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MR. BRYDEN: You say dividends or equivalent. 
Would that be payments by Canadian subsidiaries to their 
head office companies? 

MR, LITTLE: I would assume so. I really 
would have to ask I think the ccmptrollersof the companies. 
This is the same wording aS used on the previous question- 
naire, If any of these companies happen to be branches of 
U.S. corporations, then the figure would not be - there 
would not be the actual dividend from such a branch in 
Canada, but a portion of their profit would represent divi 
dends, and this I assume would be what was intended to be 
included by using those words. 

THE CHAIRMAN: Without getting involved in 

tax principles, do any of these companies which are 
based principally outside Canada operate as branches in 
Canada? 

MR, LITTLE: Well, I can't tell you about 
these companies, but it is an unusual way to operate, 
although there are companies which do operate in that 
fashion, and some large companies. 

THE CHAIRMAN: The general rule would be 
through the Canadian subsidiary? 

MR, LITTLE: «I expect. 

MR. TROTTER: Would research be shown in 
this? 

MR. LITTLE: Research is included in total 
figures, and as we move through the schedules, we will see 
research brought out as a separate figure in just a moment 


Then if I may continue, Mr, Chairman, 
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Schedule No. 2 is an analysis of sales. Questions were 
asked as to the end recipient of the sales volume of the 
pharmaceutical manufacturers, and this Table 1 on Schedule 
2 breaks out pharmaceutical sales of 35 companies as 
between sales to general hospitals and institutions, 
Ontario Government and other governments, wholesalers and 
druggists and export sales. There are only 35 companies 
of the 40 which replied to this question, and my assumption 
was they did not have their records prepared in such a 
fashion that they could analyze the figures without a 
great deal of trouble. 

However, you will see by comparing the 
totals, a great bulk of the membership sales are included 
because total sales of pharmaceutical items under Item 1 
on Schedule 2, $102,633,000 compares with $107,994,000 for 
the 40 companies, so that they were smaller and lesser 
important companies that did not reply. 

The bottom part of Schedule 2 gives the same 
analysis in respect of sales made by the member companies 
within the Province of Ontario. 

Schedule 3 is an analysis of profit and loss 
account in a different fashion to do two things: first of 
all, to break out the costs in a departmental or functional 
fashion rather than by class of expenditure. For example, 
on Exhibit 1, wages and salaries are lumped together and 
shown in one figure; on Schedule 3, salaries and wages 

will appear in a functional manner or departmentally under 
cost of sales, research, salary or administration. The 
schedule then draws out the total research expenditure 


which had been asked for in earlier questions, and also 
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selling and advertising expense, and so on, 

Although the schedule segregates figures as 
between human pharmaceutical sales and all other sales and 
shows relationship of the net profit after tax on the pharmal- 
ceutical business to the net profit after tax on the other 
business. As you will see from the last line in the state- 
ment, the net profit after tax on the pharmaceutical side 
of the business if 5.5% in relation to sales; on all other 
sales, 5.4%. 

In case, Mr, Chairman, you should notice it 
in passing, the total net profit of that schedule of 
$6,998,000 should compare with the figure of dividend and 
amount retained on Schedule 1, which in fact aggregates 
$7,005,000, which is a difference of $7,000 of the 
$7,000,000 or one-tenth of one percent. These differences 
arise by reason of our bringing figures to the nearest 
thousands of dollars throughout. 

THE CHAIRMAN: The differential is one-tenth 
of one percent? 

MR. LITTLE: That is correct, Schedule 4 
attempts to bring out information having to do with 
research and development expenditures, All companies did 
not or were not able to answer each of these questions, 
so that I have indicated on the first column the number of 
companies involved in each answer, 

I think one of the significant things here 
perhaps, and this was referred to in the earlier evidence 
of Mr, Conder, that there is a substantial amount of 


research and development done by foreign parent corpora- 





tions which could be considered properly applicable to 
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If you would look at Question No. 1 of the 
total cost indicated by 35 companies for medical research 
and development of $4,163,000 for 1960, $3,349,000 was 
actually spent by those companies in Canada, and $801,000 
was spent elsewhere and charged by parent companies to 
Canada. If the answers to the questions had been put down 
with absolute accuracy in every case, the figure of 
$3,349,000 and the figure of $801,000 should total a total 
of $4,163,000. Actually it is a total of $4,150,000 
instead of $4,163,000. 

THE CHAIRMAN: Is there any significance 
that might reasonably be arrived at, while the companies 
are doing the bulk of their business in Ontario that they 
are not principally located here, or at least their 
research facilities are not located here? 

MR, LITTLE: If I might just go back to 
Sehedule 2. You refer to the bulk of the business being 
done in Ontario, Actually in 1960 35.2% of the total sales 
volume was done by the companies in Ontario. We will see 
in a moment or two the expenditures on fixed plant and so 
on which bear about the same relationship as between 
Ontario and the rest of Canada, but what you say is 
perfectly true, that 35% of that total is not spent in 
Ontario on research. 

However, going on to Part 2, 30 out of 37 
companies replied that their foreign parent or affiliate 
companies make available research and development work 


which is not in fact charged to Canada, and the estimate 
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made by those companies of the amount of expenditures 
which might be properly applicable to Canada but which are 
not so charged was $5,388,000. 

MR. BRYDEN: Couldn't the same thing be said 
about promotional expenditures? That there would be promo- 
tional work done in the United States that would carry over 


into Canada? 


MR, LITTLE: Any answer I could give of 
course would be pure conjecture because I did not ask the 
question. I didn't think to ask the question, My guess 
would be that you are right, that there is a carry over, 
but I wouldn't know what it would be. 

MR. BRYDEN: Canadian doctors read American 
Medical Journals, but I was thinking of public relations. 
Articles in Reader's Digest, for example, about some new 
wonder drugs. 

MR. BOYER: You think the Reader's Digest 
is an American magazine? 

MR. BRYDEN: I think perhaps articles that 
get into it are perhaps induced by public relations in the 
United States. 

MR, LITTLE: Well then, Item 3, Mr. Chairman, 
is simply expressing as a percentage the total of those 
research expenditures, both those which are in fact charge 
or borne by the Canadian companies, taken together with 
the amount spent on their behalf but not charged, and 
expressing that total as a percentage to the sales volume, 
and it amounts to 8.3%. 


Question 4 indicates the total spent on 
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clinical investigation work, 
No. 6, number of 


ment grants to various institutions. 
persons who spent all or part-time on research and develop 
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degrees and finally, Item 7, the investment 
and development laboratories located in Canada, $5,180,000. 
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1 THE CHAIRMAN: Is that annual outlay or is 


2] there any capital in that? 

3 MR, LITTLE: That is the total cost of 

4| research and development, capital equipment to date, That 
S| is the present investm@tstanding on the balance sheet of 
6| the member companies added together amounts to $5,180,000, 
7| Schedule 5 gives the same sort of figures over what the 

8| industry refers to as quality control expense and as 

9| indicated in the parenthetical note these figures include 
10] the costs of operating quality control laboratories and 

11|| the cost of testing in outside laboratories and do not 

12|| include the cost of inspection staff and other techniques 
13|| designed to control the manufacturing process required to 
14) produce a quality product, 

15 This distinction was made clear in the 

16] questionnaire itself because one must assume that in 

17|| producing a product of this sort that the whole manufactur 
18|| ing process itself must have inherent in it techniques 

19|| and tests and checks to control quality. This is the 

20| laboratory quality control testing that is referred to 

243] heres 

22 Once again, the total amount spent by 35 
companies $1,555,000., of which $481,000. spent in Ontario 
$1,340,000 in Canada as a whole and $230,000. charged 

to Canadian companies by parent affiliates, or affiliates, 
The total cost of quality control in relation to the total 
production cost of those 35 companies is 4.2%, and item 


3 gives the number which are employed in Canada on this 


class of work and their qualifications and the final 





figure the estimate of the cost of the quality control lab |and 
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Schedule 6 produces the answers to a number 
of miscellaneous questions that appeared throughout the 
earlier transcripts. Question number 1 the analysis of 
where the financial control of the 40 member companies 
lies and as indicated 23 in the United States, 8 in Canada 
4 in the United Kingdom, 4 in Switzerland and 1 in Sweden. 

Questions were asked as to the expense of 
manufacturing in Canada as opposed to simply bringing in 
goods ready for sale. Of the 40 companies 38 report that 
they manufacture in Canada under their own name. Two do 
not manufacture in Canada. We then analysed the sales 
volume, the total sales volume of those four companies 
and we find that 75% of the sale volume represented goods 
manufactured and packaged on their premises in Canada. 
5.8% manufactured or packaged by other Canadian companies; 
11.8% manufactured outside Candda but brought in and 
packaged in Canada. 6.7% manufactured and packaged outsid 
of Canada. 

Item 3 deals with returned merchandise, 
Questions were asked about the extent of returns on human 
pharmaceuticals and the extent to which the returned 
merchandise could be reused. 38 companies replied indicating 
returned sales of pharmaceutical of $3,377,000. or 3.2% 
of sales as compared with return of other types of sales 
which amounted to 1.6% of those other sales. Of the 
amount returned, $3,377,000., 40% or $1,465,000. considere 


not reusable. That is 40% of the merchandise returned or 


1.2% of the total sales. 


Questions were asked as to whether any of 
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the companies operate retail outlets and of the 40 companies, 
39 replied that they did not and one company indicated 
that it operated three separate retail outlets. 

Questions were directed about the cost of 
packaging and 37 companies reported that their total 
packaging cost, including labour, materials, and so on 
amounted to $11,420,000. The sales by those 37 companies 
was $101,983,000. 

Number 6 indicates the total selling and 
advertising expense. That also, Mr. Chairman, of course 
is the figure that appears under the human pharmaceuticals 
column on schedule 3 which was the breakdown of profit 
and loss on human pharmaceuticals; at $31,528,000. and 
then the other items. represents specific classes of 
expenditure which are included in that figure: Amount 
spent on medical exhibits and space; medical and pharma- 
ceutical journal advertising; direct mail advertising, 
amount spent on samples, donations and contributions and 
they also include the cost of the representatives or 
detailmen who are dealing with that item. 

Questions were raised as to the number of 
detailmen and the total cost, and the 40 companies replied 
that there were 1,576 such employees of whom approximately 
one-third, or 560 were employed or located in Ontario. 

The total remuneration of the detailmen amounted to 
$10,375,000., which is averaged at $6,580. per man and 
the cost of travelling at $4,842,000. or an average of 
$3,070. per man per annum. 

The companies replying also were asked to 


indicate the extent to which the detailmen might be engage 
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in direct selling activities as well as any promotional 
work, The time spent varied considerably from company to 
company but for those companies whose men did both selling 
and detail work, the average amount spent on detailing 
fell between 40 and 50 per cent. Actually, however, if 
all the companies are included,the figures worked out 
precisely company by company, the weighted average for the 
39 companies who replied indicates a figure of 36% of the 
total time which would be spent on direct selling as 
opposed to the balance spent on detailing. 

THE CHAIRMAN: Now, Mr. Little, this direct 
selling, does that mean direct to a retail druggist or 
does that mean direct to a consumer, to a patient? 

MR, LITTLE: I understand it means, Mr. 
Chairman, the function of supervision of the field force, 
direct calling upon the druggists, on the wholesale houses 
and the like, as compared with calls made upon doctors in 
their offices. 

THE CHAIRMAN: Could we exclude from that 
definition, there is no direct contact -- I just make thi 
by way of exclusion -- there is no direct contact between 
the detailmen and the patient or consumer? 

MR, LITTLE: Not that I am aware of sir. 

Number 8 shows the total cost or investment 
in physical plant for the 39 companies that replied to 
this question. Number 2 shows the amount that is located 
in Ontario which is very close to the 35%. That is also 
indicated by the sales volume in the Province. The third 
item simply shows the amount that was spent in Canada to 


increase those facilities during 1960, $2,987,000. 
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1 Our final figure shows the amount included 
2 in the above figures which represent investment in labora- 
3] tories and research facilities. 

4 The final question deals with normal trade 
5/ discounts on sales of pharmaceuticals and this was 

6| analysed as between sales to hospitals, governments, 
wholesalers and druggists and we recapped the answers as 
pest we could into classifications to show the pattern. 
For example, in item 1 sales to hospitals, 35 companies 
of the 37 indicated that they do sell to hospitals. 4 

of them quoted net prices. One allows a trade discount 
of less than 40%, 18 allow trade discount of exactly 40%; 
12 allow trade discount of over 40%, mostly in the range 
of 40 to 50 per cent. 

On sales to governments, 36 companies 
replying, 15 indicated special prices by quote or tender; 
2 allow a discount of less than 40%; 8 allow a discount 
of exactly 40%; 11 allow a discount of over 40% up to 
50% 

On sales to wholesalers, 37 companies reply- 
ing, 3 allow discount of less than 40g; 8 allow discount 
of exactly 40%; 25 allow discount of over 40% up to 50%; 
one allows discount of over 50%. 

On sales to druggists, 31 companies replying 
4 allow discount of exactly 40%, seven allow discount of 
over 40% up to 50%. 

Insaddition to that,ion thenreplies to the 


questionnaire certain companies indicated that in addition 
to this standard pattern they might, in certain cases, 


allow volume discount or special discount on special 
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1| products. There was no further information given to us 
2|| that would allow us to amplify the reply. 

Now, that completes the scheduled informa- 
tion, Mr. Chairman, Just one other thing that I drew 
from the individual replies in analysing them. The questipn 
was asked in the earlier hearing about the range of the 
profits. While the average forthe total number of companies 
might be 6%, as it was in 1959, or 5.5 as it is for 1960, 
that this might be the result of one or two very large 
companies with very large profit and a number of others, 
put actually the pattern for 1960 showed of the 40 
companies 12 showed a profit in relation to sales of less 
that 4.5%; eight companies showed a profit of more than 
4.5 less than 7%; six companies showed a profit of more 
than seven less than ten; seven compenies showed a profit 
of over ten and seven companies actually lost money in 
1960. | 

THE CHAIRMAN: How many lost money? 

MR LITLE sae SOC NigenS Lat 

THE CHAIRMAN: Out of? 

MR, LITTLE: That adds to 40. 12 less than 
4.5; 84.5 less than seven; six companies showed a 
profit of more than 7 less than 10; seven companies showe 
a profit over ten and seven companies actually lost money. 
This should total 40. 

MR. BRYDEN; Do you have any breakdown with 
regard to net sales? I..take, it. with regard to the 
human pharmaceuticals the average was something over two 
and a half million dollars for the 40 companies, Have 


you any breakdown as to any indication of the range as to 
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what was the smallest sales, at least the sales for the 
smallest company and for the largest? 

Whee Litt one No, | Haven co slr. © Navev-nG 
figures prepared. I can tell you this though that of the 
companies replying, for example, it was clear from their 
dassifications, their fee classification that their sales 
were $200,000. or less. It would also be clear from the 
fact that we were able to find six companies accounting 
for 40% of the sales volume; that these six companies 
must have had some sales of human pharmaceuticals of 
something in the neighbourhood of forty million from that. 

MR. BRYDEN: So it would be about seven 
million apiece? On the average of seven million? 

MR, LITTLE: That is quite right but I have 
no figures company by company. 

MR. BOYER: Mr. Chairman, the report gives 
an_indication of one matter which is somewhat different 
from my understanding of it previously. I understood that 
one of the costs, or one of the reasons that sends drug 
costs up, or at least to the public is that the druggist 
must keep on hand a stock of preparations which they may 
not sell for years or which perhaps go out of date with 
the passing of time. I remember asking one witness the 
question as to how much of this might be returnable and 
then if it was returnable could the preparation be used; 
could they use these chemicals and as I recall it the 
answer was that there was very little that could be used 


but if I read this correctly, I would say that 60% of what 


is returned might be reused. 


THE CHAIRMAN: You are referring to --- 
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1 MR. BOYER: Schedule 6, item 3 which shows 
2|| sales volume of merchandise returned which was reusable 
3! $1,465,000. or 40% of returned merchandise. I take it 


then 60% is uSable, 
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MR, HUME: If I could just interject; the 
gentleman was referring to the evidence that I recall was 
from a pharmacist and he perhaps would not know what per- 
centage of the goods he returmed was re-usable. He might 
have been in error as to his comments. I would suggest 
this document at least as far as it represents the 40 
companies, you can take 60% is re-usable, A pharmacist 
would not know how much the manufacturer could re-use and 
how much would go down the drain. 

MR. BOYER: I think that is an interesting 
point, 

MR. LITTLE: I, of course, asked no question 
nor do I assume from the nature of the article that 60% 
might have been re-usable, but I would not assume that it 
could be re-used without being re-worked or re-packaged. 

MR. BOYER: It was not an entire loss? 

MR. LITTLE: Quite right. 

THE CHAIRMAN: It would be a bit awkward 
trying to use it in some other industry and handing a cow 
a small pill and expecting some results. 

MR. RICE: Of the companies reporting did 
they include both private and public companies? 

MR, LITTLE: Well, if you mean private as 
opposed to public in the legal corporate sense, I would not 
know. If you mean private in the sense of being wholly 
owned by a foreign parent company which would make it a 
closely held company, the answer would be yes, that it 
does include such companies, Whether or not the parent 
company in itself is a public company or closely held by 


one family I would not know. 
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THE CHAIRMAN: I suppose, having in mind the 
legal problems which are raised when you refer to subsi- 
diaries owned by American companies in particular, one 
difference between public and private may not have the same 
significance as that which exists in this jurisdiction. I 
suppose that is what Mr. Rice is really getting at, out of 
those companies, how many of them publish their statements. 

MR, LITTLE: Oh, I have no idea - no idea, 

THE CHAIRMAN: Mr, Hume? 

MR. HUME: We have a list, of course, of the 
40 companies and it would be possible to cheek them against 
the stock market listings. There are some, are there not? 
There are some, I am advised, that are public companies 
listed on the Stock Exchange and we can supply a list of 
the companies if it is of any use to the Committee. This 
can be obtained if the Chairman so directs. 

MR. BRYDEN:= I think it is very few. If the 
Financial Post industrials is any guide, there are very 
few firms shown there, 

MR. HUME: We would have to check it against 
the Stock Exchange. Mr. Conder, do you know the number of 
companies? 

MR, CONDER: No, I do not know the number offi- 
hand, but as Mr, Bryden pointed out it would be comparatively 
small primarily because all subsidiary corporations will 
include their sales of their Canadian operations in with 
their parent corporation reports. 

MR, WHITE: I think Mr. Hume offered to give 
us the list of 40 companies, 


THE CHAIRMAN: You will do that, will you 
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not, Mr. Hume? 
MR, HUME: Yes, sir. I do not have that 
with me but this can be sent up directly without any delay. 
MR, LITTLE: I would like to add by way of 
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explanation that I am not trying to be difficult, I do not 
know which 40 companies are involved and this was part of 
the arrangement under which the information was sent to me. 

THE CHAIRMAN: I appreciate that. Looking at 
Schedule 6 you see 26 American companies and this will show 
an overall or international world-wide picture, is that not 
a correct conclusion? 

MR, LITTLE: I think that is a reasonable 
assumption, 

MR. RICE: Having regard to the terms on 
which your report is based would it be your opinion that 
it is a good representative sample of manufacturing in 
Canada represented in this report? 

MR, LITTLE: Well, I would say that having 
regard to the replies that I got that it is an exception- 
ally large representation of manufacturers of pharmaceuti- 
cals but I would have no way of comparing it with returns. 

MR. RICE: No, what I mean was, in the pharma) 
ceutical industry is it a good representative sample of the 
Canadian manufacturing? 

MR, LITTLE: Well, I indicated in my opening 
remarks that we have included in this sample 95% to 97% 
of the sales volume of the member companies and then if it 
is reasonable to compare his sales volume with the Dominion 
Bureau of Statistics it would appear to me that the 40 


companies replying also represent about 90% of the total 
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industry in Canada. If those figures can be taken as a 
proper comparison I would say it is an exceptionally good 
sample of the industry in Canada. 

MR, RICE: That is what I was trying to get 
at, the validity of the report. This has a good basis, 
has.validity.to.1t? 

MR, LITTLE: I believe so, 

MR. RICE: And having regard to the answers 
you received in compiling this report, would it be your 
opinion that the profits of direct manufacturers are either 
reasonable or unreasonable having regard to the cost of 
manuf acture ? 

MR, LITTLE: Well, I assume that you are 
drawing my attention to the average result of the combined 
companies because seven companies did suffer .a loss, I 
am sure you would take that to be an unreasonable result. 

I would agree by the same token there may be companies who 
are higher than 5.5 but it would be wrong to suggest - I 
mean, I am not an expert on what the average rate of return 
is by industry classification in this country but I must 
say as a bystander in the operation I was not surprised at 
5.5.0on sales, That does not strike me as being an unusuall 
high figure for an industry which I assume had some measure 
of risk attached to it, 

MR. RICE: That is what I was getting at, 
you have a very wide background in accounting work and 
looking at companies and Il think the Committee would be 
very interested in your opinion as to the profits here 
having regard to manufacture. Il understand Mr, Ayers may 


have a question. 
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MR. AYERS: I have not any question, there is 
only one point I would like to clarify. Perhaps Mr, Little 
can confirm it for the benefit of the Committee, It is a 
most interesting matter playing with statistics of this 
sort and I think it is a good comprehensive study and 
between Schedule 1 and Schedule 3 they put together some 
interesting figures. I would point out that certain care 
has to be exercised in putting them together. For instancel, 
Item 5 on page 1 on excise tax is 6.2% on sales whereas it 
is 6.3% on Schedule 3 and I infer that this is cost over 
income that is needed for the percentage and some care 
would have to be exercised in making a compilation. That 
is a correct assumption? 

MR, LITTLE: That 1s correct. 

MR. AYERS: That answers my question. 

MR, RICE: I think Mr, Little has come out 
with a good comprehensive report. 

MR, FULLERTON: I would like to ask Mr. 
Little, referring to Schedules 2 and 3, Item 5, the cost 
of the manufactured goods, labour, etc., $41,000,000 
roughly and selling and advertising, 314 million dollars. 
Does that sound reasonable for a normal business cost to 
manufacture items spending 75% in selling and advertising? 

MR, LITTLE: Well, I do not think that one 
can reasonably expect to select a normal relationship 
between selling and cost of goods and expect to find it 
turning up in industry as a whole, It is well knan to 
all of us that certain products, soft drinks for instance, 
we might find a very much lower relationship of cost and 


production and very much higher relationship on selling 
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advertising. I must say I would have expected in this 
industry a fairly high element of selling and acvertising 
and promotional expenses, 

MR. BRYDEN: Why? 

MR, LITTLE: Because I would assume that the 
is’a fairly high element of advertising required to bring 
the product to the attention of the public, the users. 

MR. BRYDEN: Except the purpose of the adver- 


tising is not to bring it to the attention of the consumer, 





in’fact, it is illegal to advertise most of these products 





2 


directly to the consumer, It is an unusual industry in 
that sense that the promotion is ail done to the medical | 

| 
profession which is a fairly smail group or mainly done 
that way. 

MR. HUME: If I may be of some assistance 
here; I do not know whether the Committee is ordering or 
has had a chance to see the evidence that has been taken | 
before the Restrictive Trade Practices Commission, but if | 
you'do I would vefer Mr, Bryden and others interested to 
look at the evidence’ of Mr. Antof* given on October end | 
Toronto on either October 
Antoft 1s a small manufacturer in Canada. 

MR, BRYDEN; We had him here, 

MR. HUME: And he indicated on that day in 
Montreal in cross-examination that the minute he stopped 
spending less than 30% of his sales dollars, his sales 
dropred radically and this was forced on him by the compe- 


tition, 


MR. BRYDEN: He was here and it is my 
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1| recollection he was not happy with the situation but the 

2|| situation’ in the industry forced it upon him and he had no 
3] option, 

4 MR, HUME: -I- think that is so and Mr. Thomp- 
5| som said the same thing, but Mr. Antoft said it was an 

6|) insidious disease, Perhaps you would be interested in 

“|| looking at that again, October 2nd and October 16th and/or 
Si 17th. 

9 THE CHAIRMAN: I suppose we could go to 

10| another extreme because the medics industry bears a high 
11 proportion of advertising in its costs. | 
12 MR LITTLE: Well, LT have no direct aabiiice 
13) but LI would be surprised if they did not. _ | 
14 THE CHAIRMAN: I heard about a man last week | 
15 || who bought a whole shipload of goods and got them for 

16|| nothing and his only cost was a charter hire of the ship 


17| to get them to this market so there the factor would be 





18 freight, in the terms in which we are discussing, the 
19||whole factor would be freight to the point of landing. 
99||Who' is there to say what is reasonable and what is unrea- 
21 || sonable? 

22 MR, LITTLE: Well, I do not mean to be 

93| facetious but certainly in my experience throughout the 
94) years the people who are in the best position, to decide 
25 |\what is reasonable and what is not are the people who make 
26a product and have to face competition and sell it. 

24 

28 
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MR. BRYDEN: Well, there has been -- Mr. 
Hume referred to the Restrictive Trade Practices Commissio 
and certainly there are many instances, evidence from 
people who are on the receiving end of the promotion that 
think that it is quite unreasonable, the amount of promo- 
tion, It leads to many undesirable results including 
Oover-use of products and waste and so on, It is promotion 
directed to a specialized group who presumably ought to 
be able to draw proper conclusions from very simple 
advertising methods, simple statements as to what the 
product does and what its therapeutic value is. The 
advertising they are doing is not of that kind at all, 
or practically not that kind. Presumably the industry 
figures they are subject to the same sort of pressures as 
the public at large and we have a very flossy type of 
ad with a dramatized illustration, they think that will 
influence more than succinct information. 

MR, HUME: Perhaps, Mr. Bryden .oe. 

THE CHAIRMAN: It is like a doctor gaining 
the influence of patients by his adrort bedside manner. 

MR. HUME: Mr. Chairman, I think the answer 
to Mr, Bryden may be, at least in part, according to Mr, 
Antoft, he said he would go broke if he didn't spend this 
amount of money so the doctors must be responding to it 
otherwise his experience would indicate it would be the 
opposite, 

MR. BRYDEN: I would imagine industry is 


getting some results or they wouldn't be doing it. The 


thing I think that we have to consider it in proportion to 





the total implications of using normal huckstering methods 
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in relation to specialized products of that kind. That, 
I think is the problem we are up against. Attention has 
been called many times both before this Committee and 
before the Restrictive Trade Practices Commission and 
before the Kefauver Committee, 

THE CHAIRMAN: What is the difference betwee 
the huckstering type of advertising and the tactics of 
some political parties, selling ideas? 

MR. BRYDEN : Except’ we are dealing in the 
realm of health. No one else in health -- the doctor 
doesn't advertise except possibly by a card. This is the 
one exception in the health field that old-fashioned 
advertising is used. I could quote you authority after 
authority in the medical field, 

MR. HUME: Let us try to clear up that 
impression. I think, Mr. Bryden, having in mind the 
11,000 doctors in Canada, only about six appeared before 
the Restrictive Trade Practices Commission and some 
indicated this material they got was most interesting. 

MR. BRYDEN: The ones most concerned were 
the ones specializing in some field, interested in the 
specialized pharmaceuticals, The others were concerned 
about the pressures used on doctors to decide if, in fact. 

MR, HUME: This is a matter of argument or 
opinion, 

MR. BRYDEN:* “It*is’ a’ matter “of opinion. 

MR. HUME: When you have finished, Mr. 


Chairman, with Mr. Little, there was one or two additional 


questions and I have a very brief statement to read when 


you are through with Mr. Little, 
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THE CHAIRMAN: Mr. Bryden, have you any 
questions you would like to ask the witness? 

MR. BRYDEN: There is one or two I would 
like to ask. First of all I just want to verify that the 
conclusions that I have arrived at in my mind are correct. 
Returning to Schedule 1 am I correct mi assuming that the 
profits after taxes are approximately seven million dollar 
Or something like 12% of the net worth and that the 
profits before taxes would be about 24% in relation to net 
worth? 

MRofbifILEsn Thatyisceorrect. 

MR. BRYDEN: Do you happen to know -- I am 
now referring to Schedule 6, item 1, do you happen to know 
how the six companies which I will call the leaders, the 
six who do 40% of the business, how they would break down 
in the classifications you have there as between control 
from different countries? 

MRyPyLITDRGES? Nop Icdon't; eins «<I could 
perhaps get it, but I haven't got it. 

MR& BRYDEN:»°I°would appreciate it. I find 
it rather interesting to know just how they fit into that 
particular classification, 

MR. LITTLE: Mr. Chairman, might I explain 
that the basic documents, questionnaires and our summary 
Sheets, the bulk of the work sheets have, in accordance 
with my original instructions, been destroyed at the time 
this was compiled. If any of my summaries will lead me 
to that information I will be glad to obtain it and submit 


it or have it submitted to the Association, sir, 





MR, BRYDEN: Thank you. Turning now to 
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1| Schedule 3, the first two items relating to human 

2| pharmaceuticals, the selling and advertising expenses of 

3] human pharmaceuticals is 29.2% of net sales, Did you have 

4/ any indication as to how those expénses were arrived 

5] among your specialty lines and sort of staple products 

6| those companies produce? The reason I asked this is because 
7| in the material prepared for the Restrictive Trade Practices 
8] Commission a representative, Wyeth, was quoted as saying 

9| 25% of their promotion went into specialties and the 

10| remaining 75% went into the other lines. I was wondering 


11]/ if you had any information to indicate how that would be? 


12 MRis LITTLE s seNoyp sobchaven 't. 

13 THE CHAIRMAN: Mr. Fullerton? 

14 MR, FULLERTON: No. 

15 THE CHAIRMAN: Mr. Whitney? Mr, Trotter? 

16 MR, TROTTER: One short question. The figur 


17|| on research at 3.4% is lower than I thought it would be. 
Would you have any idea if the low figure is as the result 
of the fact that most of these companies were controlled 
outside of Canada and therefore mostly the research is 
done outside the country? 

MR, LITTLE: Well, that is certainly a 
contributing factor because when you add together the 
amount that is spent in Canada and the amount that is 
Spent outside and not charged to the Canadian companies 
the percentage then becomes 8.3% so that I would draw from 
that the conclusion that because of the expenditures being 
made on behalf of the company elsewhere it is not necessar 
to spend so much in Canada, 


MR. TROTTER: Could the same be said for 
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advertising, actually more is spent on advertising only 
charged against the American head office. 

MRe-LIPTEeS* welt,” I°don't~ know.” "I was 
asked that question-earlier-and I can't reply. It°could 
be, but I don't know. 

Mn. “SHULcen. eho Le ads 

THE “CHA TRMAN: ©" Mr.” Boyer? 

MR, BOYER: Iwas just going to’ask can you 
really compare advertising with research? 

MR, “TROTTER:’ *That is the question, I am 
curious whether they charge it. we have heard so much 
about high prices being the result of research, they put 
into research and 3.4% is awfully low compared to the 
talk we have heard about it. 

MR, BOYER: What I mean, I think advertising 
is directed to the people who are going to buy the product|, 
I don't think we could say the United States firms were 
spending that money directly in Canada if they had a 
subsidiary. 

MR, BRYDEN; They are not spending research 
money In Canada at all. The statement is that their 
research expenses rebound to the benefit of Canadian 
companies, 

Mi.« BOYER: "ves" 

wn, CSCrrEn: “Lhe same -“projosi>bilon could 
Pe pulse “sone “oP “he “ativert fs ing: 

Ms BOYER ~T*ean*t quite accept that, but 


it is something to think about, Nothing more, Mr. Chairman. 


MR, WHITNEY: Wouldn't it be true the 


research cost in the States would be reflected in the cost 
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of the goods purchased from the United States or from the 
parent company? The research costs might be in the 
expense for the goods used in the manufacturing. 

MR, LITTLE: Well, that is a possibility, 
but whether tt is a possibility or the extent of it I 
couldn't say because while our questionnaire drew out the 
extent of the actual manufacture and packaging in this 
country I didn't ask and didn't think to ask whether or 
not the manufacturers are importing the raw material from 
parent companies in the States. 

THE CHAIRMAN: Is there any item whereby 
we can ascertain the amounts paid for patents and licensin 
rights? 

MR, LITTLE: Not from the figures that I 
have, Mr. Chairman, 

MR. BRYDEN: There is one other point I woul 
like to enquire about on schedule 3, item 3, excise and 
sales tax. In the case of human pharmaceuticals it is 
shown as 7% of the net sales. As I understand it the tax 
is actually 11%. Is the fact that this 74 is the overall 
picture, does that arise because hospitals don't pay the 
sales tax or what is the explanation? 

MR. LITTLE: I don't know. 

MR. HUME: Hospitals don't, in fact, pay 
excise taxes and their sales are included and it would 
be logical to assume that the reduction from 1l to 7 would 
be due to the tax exempt hospitals. 

THE CHAIRMAN: Is there any comparable tax 


in the United States to our so-called Canadian tax? 


MR, HUME: No tax comparable to the Federal 
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Sales Tax. There may be some State sales taxes of which 
I have no knowledge. There is no federal overall tax as 
we have here, 

THE CHAIRMAN: Is Mr. Little in a position 
to talk to the Committee about sale price levels in Canada 
as against those existing in the United States in similar 
markets? 

MR ea dLItEhEs+eNoOy.L amsnot, .wir. 

THE CHAIRMAN: Is there someone who will 
be available on that subject, Mr. Hume? 

MR, HUME: This, not having come up before., 

THE CHAIRMAN: It was before, 

MR. HUME: We weren't asked for it. I 
think there was some information filed in our submission 
at the request of the Restrictive Trade Practices 
Commission. I don't have that with me. We could look it 
UP. 

THE CHAIRMAN: Do you have any officer of 
the Association that could talk about it? 

MR, HUME: There are some companies who will 
be here later with their own counsel who may be prepared 
to talk about it. I don't think we have any figures in 
the Association. I could check and find out if they are 
available. 

THE CHAIRMAN: Are you telling the Committee 
your association has no information or knowledge about the 
effect of sales tax on the selling prices of pharmaceuticals 
we are considering in Canada as exempt in the United 
States? 


MR, HUME: Oh, yes sir. I am sorry, I thought 
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you were asking whether I knew what the figures were, In 
most cases where the prices are comparable in the States 
those prices without tax is 11% higher here because of the 
Sales tax. There are products that sell in the United 
States -- Mr. Conder perhaps knows more about it than I, 
but from what [I have heard there are products the prices 
of which, the basic price is the same in the United 

States as in canada and with the adding of the 11% sales 
tax,the Canadian price becomes 11% higher. Is that not 
so? 

MRi«CONDER: That. ie correct. 

MR, HUME: Mr. Conder indicates my statement 
18,-correct, 

THE CHAIRMAN: Well, Mr. Conder -= excuse 
me, Mr. Hume, Mr. Conder, are there any products in this 
field, in the category in which we are interested which 
are sold in both the United States and Canada where they 
are sold cheaper in canada? 

MR. ONDER: Yes sir, there are. The Green 
Book produced for the Restrictive Trade Practices Commissio 
contained in one section a list of 69 products which are 
Sold in Canada and in the United States and which were 
comparable because they were in the same dosage form and 
contained the suggested prices of these items. I don't 
recall the exact figures now, but at least 20 of those, 

20 to 30 were lower in price in Canada than they were in 
the United States forgetting the 11%, taking 10% to equal 


11% from the Canadian prices. The total of all products 


of these 69 products, total cost came out to approximately 


3% higher in Canada and that 3% could have been accounted 
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1| for by three or four products compared in that list. 

2 MR. BRYDEN: What prices were you working 

3]| on, were they retail prices or manufacturers' prices? 

4 MR, CONDER: These were retail suggested 

5|, list,.prices. 

6 MR, BRYDEN: Well the 11% is not a figure 
appldieable, to.the, retald.price. It is applicable at the 
manufacturer's level, is it not, which would bring it down 
to. about 7% if you took the tax as a percentage of the 
retail price, at least, I think that is the rule of thumb 


with you. 
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MR. CONDER;: I. believe estimates have bee@m 
given, Mr. Bryden, which show if you take your suggested 
list price, depending on how the company is selling, it is 
my understanding from material which has been prepared for 
the Green Book that based on a company operating at whole- 
sale, they would take approximately 10% off the suggested 
list: price to equal 11% tax. 

MR. BRYDEN: But when this comes forward 
into the retail price, it is no longer 10%, The retail 
price has roughly a 40% mark-up which reduces tax as a per- 
centage of the price, if you get what I mean. 10% or 11% 
at the manufacturers! level, but as a percentage of the 
retail price, as I understand it, it usually works out to 
about 7%. 

MR, CONDER: According to my informants, 
Mr, Bryden, there are different ways of evaluating and 
assessing this primarily because of the very different 
trade practices in this industry, and it is my understandin 
in the case of certain companies, they will take a 10%, 
and that this 10% will apply notwithstanding your sugges- 
tion, I am afraid this is a little above my head. I.am 
by no means an authority on prices, 

MR. HUME: The reference in the Green Book 
is a chapter commencing on page 203, entitled ‘Comparison 
of Drug Prices in Canada and Other Countries", and in 
Table No, 39, shown at page 209, and among the following 
several pages, there is a list of products as referred to 
therein with the United States price and Canadian price, 
and I. presume this information is available to the Commit- 


tee. If you don't want me to take time to read it - but 
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1 
2| tables that appear starting at page 210. 
3|)metic is not worked out to percentage of increase or 


4|| decrease, prices are there, 
You are referring to page 210 


THE CHAIRMAN: 
6 of the brief presented to the Department of Justice, preli- 


5 
Yes, the mterial collected, 
is 


7| minary report? 
MR, HUME: 
At page 210, Table 39; 


THE CHAIRMAN: 


8 
Yes, that is the table to which I 


9 
10] that correct? 
MR, HUME: 

12) refer as containing some information, and maybe the infor- 


11 
13|| mation the Committee wants with respect to this particular 


The goods that are manufacture 


14|| subject, 

15 THE CHAIRMAN: 

16|| by the companies which have a foreign connotation, do they 
17|| make’ available in Canada subject to their licensing or 


18] patent restrictions ail of the goods that are manufactured? 
As far as I am aware any goods 


MR, HUME: 
20|| that are manufactured anywhere in the world are available 


19 
21|| in Canada for Canadian consumers if they are prescribed 


That is the generally understood 


22|| and- required, 
MR, CONDER: 

24|| situation that when products do come out on the world 
There 


23 
25|| market in different countries, that they are made available 


26|| to the Canadian companies as shortly as possible. 
has been no complete study done on that as it applies to 


28; Canada, but this is the situation as it is understood in 


27 
There might be a product developed 


29|| the industry . 
MR, HUME: 


30 
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by a European company that had no Canadian connections, 
and to that extent a particular, product may not find its 
way here rapidly, but if it is of merit and is required - 
they export to Canada in some way, but as 1 say, I am only 
guessing at what I presume would be the normal situation. 

THE CHAIRMAN: Of course, what we are 
»talking about is the broad proposition whether or not the 
cost of drugs is) too high im Canada, whether it.be.the 
wholesaler or retailer or the consumer. The first test 
would be to test against other similar markets. 

MRe HUMEs, Yes, sir, but in the submission 
which L.believe is available and which was filed with the 
Commission, or;made by the Association to the Rest trictive 
Trade Practices Commission just recently within the last 
two..weeks.--I am.not just sure in my mind whether it was 
4 submission of the Association or the submission made by 
Canadian Cyanamid, but. they took the cost of a particular 
kind,,of .product in various parts of the world and measured 
it..against time.and labour required to make that product 
as one test, and-also compared the cost of the product 
with respect to other costs to indicate the condition, and 
my recollection of it was that Canada, while not certainly 
the.lowest.was far from the highest. 

Was it our submission? 

MR,: CONDER: No, it was Cyanamid. 

MR, HUME: That was reported in volumes for 
October 16 and 17. .That would have that information, 
They. made.a, study of the cost of their products in many 
countries and indicated where Canada fits in that list, 


and I have forgotten where it is, but it is somewhere in 
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the middle. 

THE CHAIRMAN: What about the rest of the 
members of your Association? 

MR. HUME: That I don't know. That question 
has not been asked, 

THE CHATRMAN: Did you make any inquiries 
about it? 

MR. HUME: No, no. The only question we 
asked of the members were the ones that were in this 
material that was filed that Mr, Little has been discussin 

THE CHAIRMAN: Are there any individual 
manufacturers who are content to discuss this subject on a 
voluntary basis? 

MR, HUME: There are some here with their 
own counsel, sir. 

THE CHAIRMAN: I am directing my request 
to them, Are there any here who will give us this general 
information about the international system of pricing 


products? There is a silence, 


MR, ROBERT REID: Mr. Chairman and gentlemen, 


Robert Reid. I appear for E.R. Squibb and Sons Limited. 
Mr, Phillips of the Squibb Company is here today, one of 
the people who volunteered to come some time ago and do 
what he could to help the Committee, Mr, Phillips and I 
have been listening to this discussion, 

I am told by Mr. Phillips he has not prepare 
anything on the subject but we would be quite happy to do 
what we can to furnish the Committee - I think from what h 
said to me he is unable to answer, 


THE CHAIRMAN: Let us adjourn for five 
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MR, HUME: I have a very brief statement to 
make . 

THE CHATRMAN: I have a reason for asking. 
Mr. Phillips is from out of town, and I think it would be 
convenient for him if we heard him today. Is that right, 
Mr, Reid? 


MRo REID? “Yes, tnat “Is “right. 
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THE CHAIRMAN: Mr, Phillips? 

MR. HUME: Before Mr. Phillips starts, I 
wonder if I might make what I think is a practical sugges- 
tion. The Committee have filed this statement as an exhi- 
bit and it occurred to ateet the break that those who are 
ordering the transcript in other places might be at a 
disadvantage in not being able to understand what was 
being said because the document would not be before them, 
Instead of it being an exhibit, or as well as it being an 
exhibit, could it be read into the record? 

THE CHAIRMAN: That is a good idea and I 
will so direct and ask the reporters to include the finan- 
cial or the composite financial statements and information 
which Mr, Little has prepared in the record as filed with 


the Committee. 
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, OCTOBER 24, 196] Schedule 1 
2 
ceutic a cture sociation 
3 COMPILATION OF RESULTS OF SPECIAL a tame (dated May 3, 1961) 
4 t = e 
5 1960 1960 results 
Total expressed as 


dollar value percentages 


6| 1. NET SALES (that is, gross sales including sales tax where 
sales are made tax included, less returns and allowances) FOR: 


7 a, HUMAN PHARMACEUTICALS (incl. all vitamins and O-T-C 

pharmaceuticals here): $197 , 994,000 84.3% 
bs} b. VETERINARY PHARMACEUTICALS: 2,029,000 1.6 

c. PROPRIETARY MEDICINES (patent medicines but not O0-T-C 
9 pharmaceuticals): 761,000 62 
d. CHEMICALS: 7,346,000 5.7% 
10 e, OTHER PRODUCTS (Not listed above): 8,237,000 6.4% 
11 TOTAL NET SALES: 126, 367,000 98.6% 


f. Note participants reported that they manufactured 
$3,021,000 worth of merchandise for other C.P.M.A. 
12 members, including $2,791,000 of human pharmaceuticals, 


g. OTHER INCOME: 1,836,000 1.4% 


TOTAL INCOME: (comprising a, b, c, d, e, and g, and 


including sales tax): $128 203,000 1,00,02 


2. WAGES AND SALARIES (all wages and salaries including manage- 
ment salaries, directors’ fees, payments to employees for 
15 holidays and in connection with profit sharing or production 
incentive plans, unless such payments are distributed only 
upon retirement of employee or some similar basis, in which 


16 case they are to be included in 3.): $31,183,000 24.3% 
5. EMPLOYEE BENEFITS (payments to pension plans, group life, 
17 sickness or hospitalization insurance, workmen's compensation, 
unemployment insurance, medical services, cafeterias, welfare 
funds, 25-year clubs, etc.): 2,396,000 1.9% 


MATERIALS (ineluding raw materials, finished and semi-finished 

materials purchased for resale, materials consumed in processing 

operations, and packaging and shipping materials; but not 

including plant supplies to be included in (6.): 36,765,000 28.7% 


EXCISE AND SALES TAXES (included in 1 above, remitted or to be 
remitted to Dominion and other Governments): 8,021,000 6,22 


OTHER EXPENSES (including plant supplies, power, water, 
municipal taxes, maintenance, repairs to buildings, machinery 
and equipment (not including salaries and wages or employee 
benefits included in 3 above), office, administrative and 
selling expenses not included above, including charitable 


donations and interest expense): 33,613,000 26.2% 
DEPRECIATION: 2,157,000 1.7% 
TAXES ON INCOME (Dominion and Provincial taxes on income): 7,063,000 5.5% 
DIVIDENDS (or equivalent - distribution of profits only): 6,404,000 5.0% 
RETAINED IN THE BUSINESS (that amount of the year's income 

not paid out in dividends or equivalent): 601 ,000 5% 
TOTAL (comprising 2 to 10 inclusive): $128,203,000 _100,0% 
NUMBER OF EMPLOYEES (average over 12 month period of 

fiscal year): 5,950 


NUMBER OF SHAREHOLDERS (average over 12 month period of 
fiscal year): 1,769 


- TOTAL NET WORTH (capital stock - preferred common, etc, - 
and total retained earnings - surplus and reserves): $57 , 800 , 009 
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OCTOBER 24, 1961 


anadian Pharmaceutical Manufacture sg0ciatio 


COMPILATION OF RESULTS OF SPECIAL QUESTIONNAIRE (dated May 3, 1961) 


OVERING 196 URES 


Supplementary Analysis of Sales volume 


submitted by 35 companies for 19E0 
tal Sale 
im (a) Sales of 
(4) 


(14) 


human pharmaceuticals 
to General Hospitals and Institutions 
to the Ontariq Government, 


(414) to other Governments 
(iv) 


(v) 


to Wholesalers 


to Druggists (including drug chains) 
and dispensing physicians 


(vi) export and other sales 
Total sales of human pharmaceuticals 


(b) All other sales (items (b) to (e) of 


Schedule 1, question 1) 


Total net sales 


Sales included above made within the 


Province of Ontario 


Elana) 


Sales of human pharmaceuticals 


(a) 
(44) 


to General Hospitals and Institutions 
to the Ontario Government 

(444) 
(iv) 
(v) 


to other Governments 
to Wholesalers 


to Druggists (including drug chains) 
and dispensing physicians 


(vi) export and other sales 


All other sales (items (b) to (e) of 


(b) 
Schedule 1, question 1) 


Total Net Sales 


III. Percentage of sales in Ontario to total net sales 


2802 


Schedule 2 
1960 
Dollar value Percentages 
$ 19,789,000 16. 6% 
804,000 ah 
3,154,000 2.6% 
38,655,000 32. 3% 
37,145,000 31.1% 
3,086,000 2,6 
$102,633, 000 85.9% 
16,881,000 14.1% 
$112,514,000 1.00,.0% 
1960 
Sales 
dn Ontario Percentages 
$ 6,280,000 14, 9% 
743,000 1.6% 
761,000 1.6% 
13,900,000 33.0% 
13,718,000 32.6% 
490,000 1.2% 
$ 35,892,000 85. 3% 
6,172,000 437% 
$42,064,000 100.0% 
—55, 2% 
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OCTOBER 24, 1961 Schedule 3 
4 Canadian Pharmaceutical Manufacturers Association 
: COMPILATION OF RESULTS OF SPECIAL QUESTIONNAIRE (dated May 3, 1961) 

5 COVERING 1960 FIGURES 

Analysis of profit and loss items between Human 
6 Pharmaceuticals and other items, prepared by 40 

companies for 1960 
1 Human Pharmaceuticals All other sales Total 
Dollars Percentages Dollars Percentages Dollars Percentage 

8 


H. Net Sales $107,994,000 100.0% $18,573,000 100.0% $126,567,000 
| Deduct : 


Re Cost of goods manufactured or 
10 purchased for resale (including 
material, labour, overhead, 
depreciation, packaging, and 
11 both in-process and analytical 
quality control, but excluding 


12 items below). $ 40,997,000 37.9% $ 12,443,000 67.8% $ 53,440,000 

5. Excise and sales taxes 7,522,000 7.0% 499,000 2.7% 8,021,000 
13 [ Research expenditure 4,130,000 3.8% 115,000 -6% 4,245,000 
ce Selling and advertising 31,528,000 29.2% 2,241,000 12.1% 33,769,000 


5. Administration expenses 
(including executive and head 
15 office expense of all kinds, 
donations, interest on 


borrowed money, etc.) 12,834,000 11, 9% 1,318,000 72% _14,152,000 
16 
7. Total items 2 to 6 $97,011,000 _89,8% $16,616,000 _90.4% 115,627,000 
17 |B- Item 1, less item 7 $ 10,983 ,000 10.2% $ 1,757,000 9.6% $ 12,740,000 
py. Add other income, less 
18 other miscellaneous 
expenses $ 1,353,000 $ (32,000) $ 1,321,000 
191?- Income taxes $ 6,335,000 $ 728,000 $ 7,063,000 


1, Net profit after tax (to 
agree with total of items 


20|| 9 and 10 Schedule 1) $6,001,000 __5.5% $997,000  __5.4% $6,998,000 


29 


30 
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ANGUS, STONEHOUSE & CO. LTD. Little 2804 


TORONTO, ONTARIO 


COVERING 1960 FIGURES 
e d Vv e tures — 6 


Number of 
companies 1960 


reporting Amount 





1. Total cost incurred for all drug or 
medical research and development 35 $, 4,163,000 


(This includes cost of salaries, other direct costs, 
service, routine supplies, and supporting costs, plus 
a fair share of overhead such as administration, 
depreciation, space charges, rent, etc., but does not 
include patent expenses. Where a company's research 
is handled in whole or in part by a parent company 
located outside of Canada, the amount charged to the 
Canadian company is included). 


Of this total, the total amount actually spent 


(a) - in Canada $ 3,349,000 
(b) ~ in Ontario ¢ 422 ,000 
(c) Total amount charged to the Canadian companies by 
parent companies located outside of Canada: $ 801,000 
2.(a) 30 out of 37 companies reported that foreign parent or 
affiliated companies make available to the Canadian 
companies research and development work which is not 
charged to them. 
(b) The 30 companies estimate that the cost of such research 
and development work reasonably applicable to the 
Canadian operation would be 30 $ 5,388,000 
3. The percentage of total cost of all research and development 
(including that portion not charged to Canada 2(b)) in 
relation to Canadian net sales 37 8, 3% 
4, Of the total reported in 1 above, the total amount spent 
on clinical investigation work in Canada (including medical 
department ): 33 $ 1,022,000 
5. The total amount spent in the form of research or 
dewelopment gifts or grants to: 35 
(a) Universities: $ 138,000 
(b) Hospitals: $ 65,000 
(c) Individual researchers: $ 117,000 
(d) Health research foundations; + 32,000 
(e) Graduate or post-graduate scholarships and awards: $ 62,000 
6. Number employed in Canada, who spent either all or part 
of their time on research and development work: 34 
(a) PAID. or D.3ex% 61 
(b) M.D.: 41 
(c) M.Se., or equivalent: 28 
(d) B.Sc., B.Phm. or equivalent: 90 
(e) Less than college degree: 142 
Total number of employees 362 


ds Estimated total cost of research and development laboratory 


and equipment located in Canada: 55 


B 
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OCTOBER 24, 1961 chedule 5 


Canadian Pharmaceutical Manufacturers Association 


COMPILATION OF RESULTS OF SPECIAL QUESTIONNAIRE (dated May 3, 1961) 


merece eerie COVERING 1960 FIGURES 
Quality Control expense - 1960 


Number of 
companies 1960 
reporting Amount 
(Note: These figures include the costs of operating quality 
control laboratories and the cost of testing in outside 
laboratories and do not include the cost of inspection staff 
and other techniques designed to control the manufacturing 
process required to produce a quality product). 
Abs Total cost incurred for all quality control operations 35 $ 1,555,000 
Of this total, the amount actually spent 
(a) - in Canada $ 1,340,000 
(b) - in Ontario $ 481,000 
(c) Total amount spent on behalf of the Canadian companies 
by parent or affiliated companies located outside of 
Canada and charged to the Canadian companies $ 230,000 
cn Percentage of total cost of all quality control in relation 
to total production cost: 35 4.2% 
Ds Number employed in Canada, who spent all or part of their 
time on quality control: 34 
(a) Ph.D. or D.Sc. Uf 
(b) M.Sc. or equivalent all 
(c) B.Se., B.Phm, or equivalent: 98 
(d) Less than college degree: tel 
(e) Total number of employees 237 
4.(a) Estimated total cost of control laboratory and equipment - in 83 $ 1,544,000 


Canada 
(b) , - in Ontario 462,000 
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4 Canadian Pharmaceutical Manufacturers Association 
COMPILATION OF RESULTS OF SPECIAL QUESTIONNAIRE (dated May 3, 1961) 
5 COVERING 1960 FIGURES 
6 Miscellaneous Information - 1960 
1. FEAnancial control: 
+ 40 companies replied to the question and of these 32 are controlled 
by companies located outside of Canada. The replies indicated 
control located in the following countries - 
8 United States 23 
Canada 8 
United Kingdom 4 
9 Switzerland 4 
Sweden pas 
40. 
10 2. 
38 of 40 companies reported that they manufacture goods in 
11 Canada under their own names ~ 2 companies do not manufacture 
in Canada. Sales volume, expressed as percentages, was 
analyzed as follows - 
12 (41) Goods manufactured and packaged on the 
premises in Canada 78.7% 
C445 Goods manufactured or packaged by other 
13 Canadian companies . 5.8% 
(444) Goods manufactured outside Canada but 
packaged by the company in Canada 11.8% 
14 (iv) Goods manufactured and packaged 
outside Canada 6.7% 
100.0% 
15 3. Returned merchandise: 
Sales value of returned merchandise reported by 38 companies = 
16 (4) Human pharmaceuticals $3, 377,000 
or 3,2% of sales of human pharmaceuticals 
by the companies 
17 . 
(41) All other sales $ 225,000 
or 1.6% of all other sales by those 
18 companies, 


Sales value of merchandise returned which is not re-usable $1,465,000 
or 40% of returned merchandise 


19 and 1.2% of total sales. 
4. Retail outlets: 
20 Of 40 companies replying for 1960, 39 did not maintain any direct 
retail sales outlets, and one company did operate 3 separate 
outlets, 


Ss Packaging: 


For 1960, 37 companies reported the total cost of packaging their human 
pharmaceuticals (including labour, packaging materials, etc.) to be $11,420,000. 


Total sales of human pharmaceuticals by those 37 companies for 1960 were $101,983,000. 


6, Selling and advertising expense: 
For 1960, 40 companies reported: 


(Ge) Total selling and advertising expense (including 

promotion, salesmen's compensation, detail men, etc. ) 

in respect of human pharmaceuticals $ 31,528,000 
tat) Amount spent on medical exhibits and space 206,000 


iiais} Amount spent on medical and pharmaceutical journal 
advertising 2,030, 000 


(iv) Amount spent on direct mail advertising 3,048,000 
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37 companies answered the question regarding norman trade discounts 
and the following is a brief analysis of the replies - 


(1) On sales to hospitals (35 companies of the 37 sell to 
hospitals) 


4 quoted "net" prices 
1 allows trade discount of less than 40% 
18 allow " " "exactly 40% 

12 " tt w 


(ii) On sales to Governments (36 companies) - 


(iii) On sales 


oS 

8 

25 

il 

On sales 


24 
7 


(iv) 


In addition, 


and special discounts on certain products from time to time. 


special prices 
allow discount 
allow discount 
allow discount 


to wholesalers 
allow discount 
allow discount 
allow discount 


by quote or tender 

of less than 40% 

of exactly 40% 

of over 40% up to SO% 


(37 companies) - 

of less than 40% 

of exactly 40% 

of over 40% up to 50% 


allows discount of over 50% 


to druggists (31 companies) 


allow discount 
allow discount 


of exactly 40% 
of over 40% up to 50% 


2807 


Schedule 6 


Page ? 
6. (cont'd) ig 
(v) Amount spent on samples ib 3,953,000 
(vi) Donations and contributions to medical and 
pharmaceutical groups, hospitals, etc. (excluding 
research and development grants $ =192,000 
7. Detail men: 
(i) Number of "detail men", including field supervisors, 
employed by 40 companies in 1960 1,576 
(ii) Number of detail men located in Ontario 560 
(iii) Total remuneration.of detail men (including salary, 
bonus, commission and fringe benefits) $10,375,000 
(iv) Total expense of travel, etc. $ 4,842,000 
(v) 39 of 40 companies replied to a question regarding 
direct selling - and of these 31 companies reported 
that their detail men were engaged in direct selling 
activity as well as in promotional work. Time spent 
on direct selling varied considerably from company to 
company, but appeared to average between 40 and 50% of 
the total time of the detail men for those 31 companies. 
However, the weighted average for all 39 companies 
represented 36% of the time of detail men spent in direct 
selling. 
8. Investment in plant: 
39 companies reported the following figures - 
(i) Original cost of all land buildings and equipment at 
end of 1960 fiscal period $49, 762,000 
Depreciation accumulated thereon $19,659,000 
(it) Original cost of land, buildings and equipment 
located in Province of Ontario $17,388,000 
Depreciation accumulated thereon $ 5,369,000 
(441) Cost of additions to plant and equipment in 1960 $ 2,987,000 
(iv) Of the total reported in (i) above the amount invested 
in laboratories and research facilities $ 6,621,000 
Depreciation accumulated thereon $ 2,138,000 
Phe Norm: unt, e G : 


" over 40%, mostly in range of 40 to SOZ%. 


certain companies indicated that they allowed volume discounts, 
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2) Chairman? Is this part of the --- 


MR, BRYDEN: What about the addendum, Mr, 


3 THE CHAIRMAN: Actually what we are doing 


aS 


Mr, Bryden is interrupting the Manufacturers! brief to 


5|| accommodate one of them who came from Montreal, Is there 


an 


any objection from anyone that is a party to the hearing 


~y 


to this change in procedure for a few minutes? Mr, Phillips, 
8) [ think we will hear you. 
9 MR. REID: Thank you Mr. Chairman. I should 
10| say in introduction, Mr, Chairman and gentlemen, that Mr 
11| Phillips has a very brief introductory statement which has 
12|| been prepared on mimeographed paper and distributed to the 
13|| members of the Committee and it states just generally what 
14|| the development of the company has been in this country 
15] and its position at the present time, It might be useful 
16| if Mr. Phillips read it for the Committee, 
17 THE CHAIRMAN: I have not had a chance to 
'peruse this, Very well, go ahead. 

MRUMPHIDEIPS: “"My nanie is O7J+ Phillips. 
I am Vice-President and Managing Director of E.R. Squibb 
and Sons of Canada Limited. 

As you will recall, during the Committee's 
previous sitting my Company volunteered to come forward 
in the hope of helping the Committee with its investigation 
and on the understanding that we would not be called upon t 
reveal confidential information, 

Squibb in Canada was incorporated in 1925. 
It is a subsidiary of the Olin Mathieson Chemical Corpora- 
tion of the United States. Before 1948, its products were 


distributed by John A, Huston and Company of Toronto, but 
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in 1948, premises were leased in Montreal and we began 
manufacturing and packaging our products there, using 
available Canadian raw materials and labour. 

In 1952 facilities and equipment were added 
for blending, subdividing and packaging antibiotics and 
other pharmaceuticals, As a result by 1953 we were manu- 
facturing about 90% of our products in Canada, 

After that, we bought land near Montreal and 
began to build a plant. By May 1955 it was completed, It 
represents an expenditure of more than $2,000,000.00 and 
includes the following facilities: 

1. An ether and cyclopropane plant, the 

only one of its kind in the country, capable 

of producing enough to meet Canada's entire 
requirements of these vitally important 
anaesthetics. The plant has a capacity in 
excess of one million pounds of ether and 
more than four million gallons of cyclopro- 
pane a year, and consists of a distilling 
tower and an ultra-modern fire-and-explosion 
proof subdividing and packaging building. 

In any national emergency, such local produc 

tion facilities would prove invaluable, 

2, Facilities for the manufacture of ether 

eans. To meet Squibb's high standard of 

quality which requires that ether remains 
suitable for human use over an extended 

period of time, special copper-lined tin 
containers were needed, Such containers 


were not available in Canada. Squibb's 
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plant is capable of producing enough contai- 
ners for its entire ether production. 

Imports of these containers are no longer 
necessary. 

3. Quality Control Laboratories. Squibb's 
excélient reputation among doctors, pharma- 
eists and the public is based on their confi- 
dence in the quality of its products. To 
maintain its quality standards in Canada, 
extended quality control facilities were 
constructed, consisting of an animal wabnatnal 
a control unit for the ether plant, a sterile 
laboratory for antibiotic control, anda 
control laboratory for other products, 

These control laboratories are staffed by a 
medical doctor, four graduate chemists and 
Six qualified technicians, These men were 
trained in Canada by specialists sent from 
our American associate, In addition, some 
studied at the Squibb Institute for Medical 
Research in New Brunswick, N.J. 

4, Modern manufacturing facilities, Seventy 
per cent of the space is used for the general 
production of pharmaceuticals, The remaining 
space is occupied by administrative and 
general offices, Squibb is proud of the fact 
that these facilities are among the best 
equipped in Canada, 


In addition to these Montreal facilities, 





30|| Squibb today maintains warehouses and distributing branches 
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in Vancouver, Regina, Toronto and Halifax. By keeping 
stocks strategically close to important population centers, 
Squibb is able to offer fast service to hospitals, drug 
stores and to the medical profession, 

The Squibb story could also be told in terms 
of people, Recently, five employees - W.J. Merrell of 
Cumberland, O.T. Olson of Oakville, J.M. Bertrand of Belle- 
ville, J.A.K. Lemon of Montreal, formerly of London, and 
C.B. Judd of Kitchener, were honoured by our organization 
after twenty years of service, A number of others are 
scheduled soon to join this select group. We think that 
Squibb is a good employer in an essential industry. 

Squibb of Canada today employs more than 
250 people. Current expansion plans call for 50 additiona 
employees and we look beyond that for still further growth 
to keep pace with the long-term potential of Canada's 
dynamic economy. I might add, parenthetically, that with 
the exception of myself, all Squibb employees are Canadian. 

So much for history. Where does Squibb 
stand today? 

Today Squibb is an established Canadian 
manufacturer and seller of pharmaceuticals, both for pres- 
cription and over-the-counter products, Over 100 differen 
products are sold by Squibb throughout the entire nation. 
Our list of products includes such diverse items as cod 
liver oil and antibiotics, tooth brushes and diuretics, 
vitamins and anti-hypertensive agents. Special products 
are made for use by pediatricians, Squibb also manufac- 
tures a number of veterinary products, Every business 


enterprise has the objective of making a profit and Squibb 
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But Squibb also looks upon itself as 


a 





is no exception, 
performing essential services to the physicians of Canada. 


In addition to supplying the newest drugs, 


the Coupany maintains a staff of specially trained men 
A major 


whom we call Medical Service Representatives. 
phase of their job is to provide physicians with informa- 


tion about our new developments in the field of medicine 
Printed 


and encourage them to prescribe Squibb products. 
material about the new drug developments is also mailed to 


doctors, The Comany maintains an extensive scientific 
film library in Canada with 67 films. All films are 


available without cost and are used widely by hospitals, 


universities, medical associations, medical schools and 


Films of interest to the general public 
In 1960 


nursing schools. 
are made available to TV stations at no cost, 


alone there were more than 1600 Canadian showings of Squib 
If you 


I have here a copy of our film catalogue, 


films. 
are interested, I would be glad to leave it with you. 


Our affiliated companies in the U.S.A.;5 
England, Argentina, Mexico and West Germany are currently 
spending better than $10,000,000.00 annually for research 


and scientific investigation in the pharmaceutical field. 


Few, if any, industries take the risks that a pharmaceuti- 
cal company does when it embarks on a big research project. 


Even when a product is successful, and major successes are 


rare, it may take a company several years to recover its 
initial large investment. A new drug has an uncertain 
established 


life span, and a major discovery can make 
our competitive 


But in order to maintain 
i = 


drugs obsolete. 
position, we must take this risk over and over again. 









bah 


‘ “i ” wt ae 
7 2 7 nae “ 
: rf 7 . ¢ 84 SS 





a 


& 





agiliirdd er4 09 8 sevoHRHOTE AUOME ee 
es tieatk neqw exool ozis ddinpa tna “.totdqeoxs on at | 

| ,sbsae0 to eastoteviiq srt of esotwrse {atineees artarrotrag Ic 
| wien taowen end gsaiylqque ot motdibbs aI. f. ag! é 
rem bemtayrs yilstoeqe to Tiste s satsdatsm yrrsqucd ott |p 


cohen A .asvideinseenqel sotvis® IsokbéM [iso ow monw le 


~smioini dthw emsioteydq sbiveng ot ef dot ator to sasdq la 


oatotbent te blett ort at aetasmqoleveb wea avo. dwods mors |} 



















Setatixd .,atowborg ddiwpa sditoesitq ot meds sssityoons bis 1B 

ov bolilem oats at atdaemqoleveb auxb. wom odd tuods Istirstsm |e 
oltivnetos ovilanstxe as anistatsm yasqiod edt ~arodoob | ot 

ets emitt [LA ..,emftt Yo ddiw sbsns0i at yrendtf£ mfft2 i pp 
,@lsiiqeond yd yiebiw beer exs boas teoo tuontiw efdsltevs ice 
bas eloodse [sotbeom .anolisiooges [seotbem ,eolttersvinaw |e] 
olidug Iistone, ond oF gasxotnt to emith .afoodoes seet aii |e 
Odef mI  ,ta0d om 38 enoliésta: VT ot eldelisvs sbsm os |2t 
ddiwpc to exntwore msibsmsd OO8L met stom stew svedd emotes | ar 
voy It .,emgolstso mi tl avo te yqeo s ston ever I omit | Vt 
eNoy sidiw tt eveel ot bely ed Bbilyow I _bedeerednt STB | RT 
eoAsG.U erit mt astagaqmoo betatlitte ww er 
Yitnrertso srs yosmrs) tasW bas ootxeM ,satinoguA ,basignd | os 
dorseaet tot yilsvans 00,000,000,0L% mend totded gntbroge |e 
~bfett [soliveosmrsda. edd of nolisgiteevnt oftiitnetoe bas ice 
| -ftweormrsdg s tsid etetse edd itiiaii ieee avas It qgweill | ec 
»to9texrg dowssest aid s mo exttsdms JL nenw asob vasqmoo fe lee 
| Sub eeezooone stOoLam bis ,iwtleasoova at sJoubourg s shalt andi a 
ati xevooor ot arsey [steve yrisqmoo 6 sxet vem tt comes [ak 
aistreon as asd gurb wom A. .¢aombeovnt pisaanes 


boretidstas aNsm aso yievoocaelb totam 8 as) asqa:ottt | Be 


| 3 .mhegs 19vo bas revo Mets atdd ost teum 
hae a > at call oS 
ae ia er ee ye (ro . h 





wim 


ANGUS, STONEHOUSE & CO. LTD. Phillips 2813 


TORONTO, ONTARIO 





is the only way we can move forward and make contributions 
to the medical profession, pharmacy and the public. The 
benefits of these research and scientific endeavours are 
passed on by our companies to all people everywhere. 

Because it is more economical to concentrate 
research in one or in a few places, rather than many, the 
pulk of the group's research expenditures are mostly in 
/' the countries I have named with the major effort being in 
the laboratories in New Jersey. 

In summary, Squibb's basic objectives are to 
make a profit, to be of service to the medical and pharma- 
ceutical professions, and to discover and make available 
new products which will benefit all of us. 

Whether we are a success in attempting to 
achieve these objectives is perhaps for others to decide. 
I might say, however, that as a result of the operations 
that I have described, our net profit for the year of 1960 
was 6.4% of our net sales and for the average of the last 
3 years including 1960 our net profit was 6.6%. 

Since I am here as a volunteer to assist the 
Committee, I would be glad to answer any questions which 
you would care to ask and which I am ina position to 
answer, 

MR, RICE: Mr, Phillips, I note that althoug 
your company was incorporated in Canada in 1925 it appears 
from your brief here that it had a rapid growth since 
World War II, Would it be fair to make that observation? 

MRvaPHILLIPS: That is correct sir. 

MR. RICE: And that would be due, primarily, 


to the number of new drugs coming on the market since 
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1| World War II in which your company obviously would be 

2) interested? 

3 MRY PHILLIPS: iyThate is correct sim; 

4 MR, RICE: Could you tell us something about 
5] these 100 different products that you manufacture, just 

6| what the manufacturing consists of? Is it merely tabletin 
7| and packaging or is it manufacturing from essential raw 

8] materials? 

9 MR. PHILLIPS: Some of the products from 

10| essential raw materials, Ether, for example, we start 

11 with alcohol and sulphuric acid and some other ingredients, 
12| There are many products, however, which are brought in 

13| from other countries in a semi-finished condition, 

14 MR. RICE: Are there any products other than 
15| ether that you would manufacture right from basic ingre- 
16 || dients? 

17 MR. PHILLIPS: Starting from scratch, no. 

18] Not here in Canada. 

19 MR, RICE: Do you market these products 

20|| under generic or trade names or both? 

21 MR. PHILLIPS: We have most of our products 
22|| under trade names, However, we still have quite a few 

23|| under generic names, 

24 MR. RICE: Is there any preference by your 
25) company as to marketing the products under one name or 

26 || under another name? 

27 MR, PHILLIPS: Do you mean do we prefer to 
28 || market under a trade name? 

MR. RICE: © Yes. 


MR, PHILLIPS: Well, certainly there are man 
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generic names that are such tongue-twisters that it would 
be very difficult to market them and be successful 
marketing them by their truly generic names. That applies 
to many of the newer drugs. 

MR. RICE: These drugs that you manufacture 
in Canada, did you obtain patents or rights to manufacture 
those products from your parent company? 

MR. REID: Mr. Chairman, gentlemen, I wonder 
if I can just point out something right here, As we are 
all aware, the Restrictive Trade Practices Commission is 
looking into a number of aspects of the drug industry and 
it would seem to me that it would be - we want to co-operat 
to the extent that we can, Nevertheless, we must take 
notice of the fact that that Commissio is looking into 
patents and licensing and I would think, with great respect, 
that any issue dealing with patents and licensing would 
perhaps be better left to the Restrictive Trade Practices 
Commission, I take the responsibility for having made 
this statement, I did not realize that any questions of 
patents were going to arise here, I had looked at some 
of the previous testimonies and I did not notice it was 
discussed in any detail. 

MR, BRYDEN: Oh yes. We had the Patent 
Commissioner before us. 

THE CHAIRMAN: I don't think we are intereste 
in the detail or the rates which might be involved. Il 
think it is a question, I assume the qwstion is do you 
operate or does your parent company pass over its patent 
rights, licence rights, and I would assume as a matter of 


public knowledge that you do, I think the answer is self- 
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evident, 

MR. REID: I merely make my statement as a 
general one Mr. Chairman, 

THE CHAIRMAN: We are not interested in the 
detail on it, just the fact that you do operate under our 
existing patent law. Again that is self-evident. 

MR. REID: Quite so, Thank you, 

MR. RICE: Iwas just wondering generally 
Mr, Phillips. Mr. Chairman has pointed out I think 16 ie 
self-evident, you would get a number of your patents from 
your parent company? 

THE CHAIRMAN: You have patent rights with 
other companies, Put it that way. 

WRLLPHELEPS: That is right. 

THE CHAIRMAN: You do, Do you give your 
patent rights on your products, your primary patents, to 
other Canadian companies? 

MR, PHILLIPS: To my knowledge we have not 


been asked for a licence, 
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MR. RICE: Of the drugs manufactured by 
your parent company, are all those drugs available to your 
Canadian corporation? 

MR. PHILLIPS: Yes, they are available just 
aS soon as they pass the F.D.D., Food and Drug Directoratel, 

MR. RICE; And are you a member of the 
Canadian Pharmaceutical manufacturers Association? 

MR. PHILLIPS: yes, sir. 

MR, RICE: And did you contribute a 
questionnaire to Mr. Little for compiling the document 
that he has filed as an exhibit today? 

MRS PHILLIPS. ° yes, 

MR, RICE: And have you had a chance to 
peruse his compilation? 

MR, PHILLIPS: Yes. 

MR, RICE: And could you give us any informa 
tion as to how those percentages correspond with the 
percentages in your own business? 

MR, PHILLIPS: In general they conform quite 
well. There is one difference, of course, and that is --- 

MR. RICE: That is the profit and in your 
brief I think you said for 1960 the profit was 6.4% and 
6.6% for the last three years? 

MR, “PHELEIPS: “yes sir’ 

MR. RICE: Have you a price list for all 
your products that are marketed in Canada? 

MR. “PRHELGIPS: “Yes. 


MR, RICE: And could that price list be 
available for the Committee? 


MR, PHILLIPS: Let me see if I have one with 
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me, Iam sorry, I do not have one with me but I would be 
glad to send one. 

ME, RICEs:/fis it othe same Cpricé *iist for all 
of Canada? 

MRS FRELEIPS ie Pyess 

MR. RICE: And has your parent company a 
price list for :the same products down in the United States 

MP Oe PHOLEIPSs. vyYess 

MR; RICE:+ And) could yousfile‘withius a list 
of your parent company's prices? 

MPS. PHODLIPS? neyes, I canrdouthat., 

ME, RICH. iCouldsyoutgive .usvany information 
as to how the Canadian prices compare with the American 
prices? 

MR, PHILLIPS: By and large Canadian prices 
are a little higher due, of course, to the sales tax and 
the import duties. However, trere are some items, as I 
recall and I do not know exactly, that are less expensive 
in Canada than in the United States. I will be happy to 
get that information and supply it to the Committee, 

THE CHAIRMAN: The ones that are less in 
Canada, are they in general use and are they volume items 
or cane ctheywtsolated? 

MR,*'PHILLIPS: I would say that by and large 
they would be volume items, 

THE CHAIRMAN: That are cheaper in Canada? 

Mew PHILP LPS ouyes. pass 

MR, RICE: Have the prices of your drugs 
Changed in the past two years at all? 


MR, PHILLIPS: There have been several ones 
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that have changed, yes. 

MRa RICE:,..dnereased or,decreased? 

MP.) PHILLIPSs;afhey have. decreased. 

MR, RICE:..Could you give the Committee any 
reason as to what would cause the price to decrease? 

MR PHLDLIPS:.<.No, specific, reasons. J,do 
not think. Competition is extremely active in this field 
and it seems to be more active as the days go by but there 
have been no specific reasons that I can think. of, 

MR. RLICEs.. Do, you find that. there.is an 
increasing competition in the field of manufacturing drugst 
MRewu PHI LLEPS: «Definitely, yes. 

MR, RICE: .Perhaps you do not care to ventur 
an opinion on this, but has the publicity that this subjec 
has received in the past few years, would you consider tha 
a factor in théyprice, of; the drugs? 

MR, PHILLIPS: Anything which I would say 
would.have to be.an opinion but I do not -- I note that 
two price declines that [ had in mind were not caused by 
this, no, they were caused by extreme competitive activities 
in those two particular fields. 

MR. RICEs . As research costs and so on are 
acquired, made up, is there a pattern with your company 
to lower prices in any event quite apart from competition? 

MR, PHILLIPS: .cd- am sure, there is,no 
organized pattern but prices certainly have come down, yes 
After a major new break-through has been made on the 
market for a while it certainly will be very soon some 
other products slightly different or maybe strongly 


different but perhaps with the same indication which by 








- bd is : 
met 





. P| ergs | | eqtiflidd QT1 0D 8 scaiohesiods UDMA | \\ , : ; ; 
4 3 “OIRATHO .OTHOROT ‘Sas 
aa b> | 0 ,a9y .bogmendo oven dsdd | 
32 Sbeassiosb ro beessronl :301f . AM 
 beaseroob sved yodT se@IIdJIHd .AM 
|. Yas estdimmod odd evtg voy blyod 301 . AM 


S9asstosb of goixg sid Sane blow dedw od es moasot 


ob. I ,@moeaser oltioege of  :ctLLITAHi .fM 


























BLett etd? nt evidos yLlomerdxs at motdideqmod .Natdd Jor 
leresid gud yd og aysb sdt es svidos stom edvod amooe tr bas 
.10 Notdd aso ] ted¢ enoesey oftiosqe on nesd 9véd 

ms ef ersdd t¢edt Batt woy od :HOLH: , AM 


gaurh anityvudostuasm to blott end at sotdidsqmoo gitassront 
a 3 S 


eBoy .yledtaltied..<ceailI2Ini AM 
ben od erss ton’ ob woy eqsared > :aOIs.. AM 
oe eid? gedd ydtotiduq edd esd dud .aidd ao moiniqo as 
pe yebLanoa poy bivow .ereey west teaq end ot bevieosr esd 
fanurb edt to soltg sido ak 1osost: 8 
ys@ Olwow 1 doidw galidyoA sec iddlHi . AM 
tedqd etom I ~» gon ob I ted noimidqo nse sd od oe Divow 
yd beayso gon Siew baim ot beri J deritd eentioeb sotrq ows — 


| Rea eterdxe yd beawso stow yeds om yatid 


,eblett reslvotixeq ows saodd alt | 













e768 moO 08 bas Bteoo dorasast eA HOLA AM 
yasqmos tyoy diiw arsiisq 68 en el .qu sbem,berinpos ee 
fnoliidveqmoo wert grsqs ediup gneve. yas mk seottq tewol oF jpg 
on af eredd serve me I 3 edLJJIHi . AM LOK iv ges 
lacy’ yawob emoo eved ylatsdrs0 esotiq dud aretdeq bestinsgro | of 


b 
| 


eit mo ebsm mood esd dyyordd-asetd wed 1olsem 8 T9dTA | 


it suse odd & Ao 


a | Pt. 


ANGUS, STONEHOUSE & CO. LTD. Phillips 2820 


TORONTO, ONTARIO 





the normal process of competition the prices just fall, 
that is all. We have not had any what you might say 
exclusive areas in the fields of therapy tied up in a 
patent which would cause the price to remain at a high 
level. 

MR. RICE: .The evidence has. indicated that 
Squibb Company have contributed to the compilation report 
of Mr. Little and I was not proposing to go into the 
individual items in the report unless the Committee wished 
figures of a particular company put on the record, 

THE CHAIRMAN: My own inclination is that 
you certainly should not. Mr. Phillips came here on a 
voluntary basis and his evidence should be taken as such, 
You are a party to this compilation which is generally an 
industry-wide submission? 

MR FHILLIPS: Yes,» sir. 

THE CHAIRMAN: He has given us some specifics, 
There may be some specific questions that you might want ¢ 
ask him but [ think the spirit and the conditions under 
which he undertook to appear last spring should be honoured, 

MR. RICE: I agree with you, I just want the 
Committee's direction in that regard, 

MR. BRYDEN: Could we have figures in terms 
of =--- 

MR, RICE: I think I asked him and he said 
the figures coincided pretty well except in the case of 
profit so if you want to ask him about that differentiation, 


THE CHAIRMAN: Let us put it this way; I 


do not think the question should be directed to Single out 





this particular which would isolate it as against the 
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compilation. Let us state the proposition. As I under- 
stand it, I have no doubt that Mr. Phillips and the Squibb 
Company and other companies are quite prepared to give 
some information to Mr, Ayers on a confidential basis, 

I for one do not want to identify these figures with the 
name of any company. Mr. Ayers may be able to say he has 
seen some confidential figures of X company and this 
relates in such a way or thus and so to the compilation 
but as far as the specific identification is concerned 
and having in mind the federal enquiry that is presently 
going on I do not think it is quite proper. 

MR, RICE: That coneludes any questions I 
have of this witness, 

THE CHAIRMAN: It may be that Mr. Ayers 
may want to have a private and confidential chat with Mr. 
Phillips at some convenient place and time, Those are 
my views and TI have not consulted with the Committee about 
it. Are you in agreement with me or to the contrary? 

MR, BRYDEN: I would like to ask some 
questions, Mr, Chairman, on promotional expenses. I do 
not care to pry into the affairs of this company if the 
witness says he does not care to answer them, 

THE CHAIRMAN: I think we can deal with them 
in principle. "Z.am’ trying to “keep this in mind, that 
there is a certain other enquiry going on and these people 
may or may not be befcre the Courts at the moment and I 


do not think their position should be prejudiced in the 
Specific deal. Let uS gO On on the question of principle. 


MR, BRYDEN: Well, I.do not know if this is 


a fair question but could you tell me what percentage of 
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{| your net sales is represented by expenses on promotion? 

2|| If you do not care to answer the question I will not press 
Si £6, 

4 MR, REID: Mr. Chairman, again may I say 

S| that Mr, Phillips has said that generally speaking the 

6| figures of the company conform with the figures on the 

7 industry. 

8 MR, BRYDEN;: I will accept it on that basis. 
f Then, could I ask a further question? Referring back to 

a question I asked of Mr. Little, the quotation attributed 
to the representative of Wyeth, in their case 75% of their 
promotional expenses went to their specialty lines and 

25% to the balance. Could you give me any. idea of how 
those expenses might break down in your case? 

MR PHILLIFS:” IT ean only give you an 
estimate but I do not think that estimate would be too 
far off. IS weuld be something like that. 

MR, BRYDEN: The emphasis, at any rate, is 
on the specialty lines, would that be a fair conclusion? 

MF. PHILLIPS: I did not hear you, 

MR. BRYDEN: Would 1t° be a fair conclusion 
that the emphasis so far as your promotion is concerned 
would be on the specialty lines? 

MR, PHILLIPS: Certainly the emphasis is. 


MR, BRYDENs: What are some of your leading 











specialties? 


MR. PHILLIPS: The leading specialties are 






28 || Rautracytl, Naturetin K -- Rautracytl is a product for 


29 hypertension; Naturetin K 1g Aa product which is sometimes 


used for hypertension but generally used for a diuretic. 
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Another product is Pentids which is a penicillin tablet. 
Another one is Mysteclin F which is a broad spectrum 

in volume product. Another is Moditen which is a tran- 
quilizing agent. Those are some of the more important 
ones. 

MR. BRYDEN: What would be the product 
which is used mostly as a diuretic? What would be your 
major competitor in that field? What companies would you 
regard as your major competitors? 

MA+-PATELEPS+’ Welt ,“there are quite aren 
today, Merck and Abbott, Frosst, Robins and a number of 


others, 
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MR, BRYDEN: Was your company or one of its 
2|| associated companies, was ityour company that developed this 
3|| particular product, whatever its generic name is? I don't 
4/ know, but was it first developed by -- did your group and 
5| the others imitate or was it the other way around and 


6] Somebody else ..; 





7 MR. PHILLIPS: Well, this particular one 

8|| we developed, 

9 MR, BRYDEN: This particular one, but was 

10 that what is referred to in some of the material I have 

11) read as a variant of something someone else has developed} 
12] How would you describe it? 

13 MR, PHILLIPS: I must say if I was the first 
14) One who put out a diuretic I would think anyone else would 
15] be adding something to it or something which is a product 
16) that is a substantial improvement over the earlier similar 
diuretics that were available, 

MR, BRYDEN: Naturally I would expect your 
company would consider its product was at least one of the 
better ones on the market. Do I take it somebody else 
developed the basic product and this was, your group of 
companies made certain modifications to it which you then 
marketed under your own name, 

MR. OPHILLIPS:~ Bhe voriginal «product .was in the 
clorprozine group »- There have been several variations, 
We consider that our product has fewer side effects becaus 
there are a considerable number of side effects found by 
many doctors on certain diuretic products. 

MR. BRYDEN; Does your company do any 


research in Canada? 
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MR, PHILLIPS: Research per’se, no, We have 
some studies going on in universities here in Canada, but 
the bulk of research is carried on in Brunswick, New 
Jersey, and research is being done in England, in Germany, 
in Mexico and Argentina and in India. The reasons we 
chose those places is because various drugs are more nativ 
to those areas; for example, in the research of tropical 
medicine drugs it is almost impossible to get enough 
Subjects in certain places where they have adequate 
facilities, The two best places are in England and in 
Hamburg, Germany. The reasons being that there are many 
Sailors there who frequent the tropics and on whom they 
can run adequate tests and experiments. 

MR eBRYDEN: (Isc it fair to .ask: if »your 
Canadian operation is charged for research by the parent 
organization? Does that appear as one of your costs of 
operation? 

MR, PHILLIPS: It appears in the raw materials 
which we get. 

MR. BRYDEN: It would be embodied in the 
material that you would purchase from the parent company ? 
MR, PHILLIPS: Tha is correct .; 

MR *UBRYDENs © *Bue theyaden tt golietake dit p;eput 
a charge on your company for work they have done in 
Brunswick, New Jersey. 

MR, PHILLIPS: They don't make it a separate 
item, but broken down it would be between six and seven, 
six .andeseven and a fraction per cent. 

MR. BRYDEN:; That would appear in your 


financial statements actually in the cost of raw materials 
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MR «PHILLIPS: ;-It is: included .in the cost 
of raw materials, 

MR. BRYDENs: Roughly what percentage of your 
business is in what is described as the ethical drug 
field, manufacture of drugs for prescription purposes? 

MR, PHILLIPS: What percentage? We have a 
number of products which are now being sold over the 
counter without prescriptions that were once sold on 
prescriptions only, so give me a moment please to kind of 
give you an estimate, I would -- this is a pure guess, 

I would guess 85% of our business is in what we might 
term as ethical drug products. 

MR. BRYDEN; That would be a somewhat 
broader classification than straight prescription? In 
other words, would that include items that a doctor might 
tell a patient to get, go in off the street and get it 
over the counter? 

MB¢ PHILEI&S?s + «No sires i-amyreferning only 
to-products sold on doctors! prescriptions, 

MR, BRYDEN; 85% would be in that category? 

MR a PHILLIPS: That is my guess, sir. 

MR, BRYDENs: I was rather interested in the 
Statement that you manufacture or market some tae 
under generic name. JI was wondering if you could give me 
an indication of some of the products you would market 
in that way? 

MR. PHILLIPS: Would you mind if I take 
a look at my book, Ppentids, I told you a moment ago is 
penicillin,,of course, There are many requests for 


penicillin tablets on which we supply pentids because it 
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rs its ‘genéric “name. *"we thave minéral o11; cod liver of1, 
glycerine suppositories -=- two prices, my goodness. 
Chloralhydrate capsules, we call it Noctec. They are 
interchangeable. Glutamic acid, hydrochloride =-there is 
no name there, there is no brand name, Of course, ether. 

MR. .BRYDEN: I think that is a sufficient 
answer, thank you. ‘Another question I would like to ask, 
I-see in your brief ‘the companies with which you-are 
associated spend more than ten million dollars annually 
for research and scientific investigation. Can you give 
me any idea of what percentage of that, what proportion 
of that would be for developing products which are 
modifications of or variations of products already on 
the market? 

Min? PHEDEIPS: “°F could say very “emphati cally 
that the majority, by far the large majority of all money 
is spent for searching for newer rather than for modifying 
originals because it is extremely important not only to 
the medical profession but to us as a company to have 
something new and to have something we hope is different, 
of importance to all, something that is going to be a 
contribution to humanity. I say that with deep sincerity. 

MR, BRYDEN: What products have your group 
of companies, has your group of companies developed say, 
in the-last' number of years? Can you specify any? 

MRo PHILEEPs: I-might mention one which you 
may “‘have’seen in the newspapers here, You might say this 


Ismet avprodaet exactly; “but “lt“certainly has to do“with 


research, This appeared in the Winnipeg Free Press on 


October 4th. It is about calf bones being used in human 
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leg bone twisted from front to back, The surgeon sliced 
from the bone gave a half turn dropped in a calf bone to 
keep it straight. A year and a half later the child 
walked smoothly without a limp. That is an example of 
research, which, incidentally, I doubt if we ever made 
much money.on this one for obvious reasons, It 

is one of the contributions we have made recently. A 
product which we developed a few ---- 

THE CHAIRMAN; That is quite a point. The 
benefitS which occur from some things whether they be in 
this field or in life generally can't always be measured 
in money, 

MR. iPHILLIPSs« Certainly. 

MR.wREID: -I have seen that.quote.. It has 
something further I think Mr. Phillips has perhaps over- 
looked. I don't think he stated the position of the 
company with regard to this research. Could you explain 
to the Committee the position of the Squibb Company in 
respect to that. There is a further statement in the 
clipping which might be of interest. I believe it was 
done in conjunction with a doctor, 

ME vyePHIDLIRS appMespeDres Bassett sauWell, 
this has to do with cadavers, That was the former way 
they got.it except to use, for example, a bone if you hav 
splice in your lower leg you might have it up here, The 
next thing was getting it from cadavers and put it throug 
a high speed electronic sterilization process and keep 
it properly refrigerated for a long time. That was never 


too satisfactory. The important thing here is that we 
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feel this is a contribution, but at the moment it is 
Something that we will not be able to realize.any profit 
frome Inyrather»recent years we developed a product called 
Isoniazid. This was one of those things where we were 
studying the product and other companies were studying 
it too. We almost simultaneously found it to be, that 
this product was good for tuberculosis. It would help 
to actually cure tuberculosis. Well, all right, there was 
a great. race to see who would get the patent. We got 
there almost simultaneously and it was almost like pulling 
Slips out of-a hat. Then we found a doctor in Germany 
had patented this thing in 1910 so without having known 
that it had already been found our people working 
individually had it, but the doctor who had patented the 
drug in 1910 had wanted to use it for something else and 
not for tubercwhostsy;1The .reasenel am bringing that to 
light is this:futbnatsts,another product ,onswhich we. have 
no likelihood of making any money because we spent more 
Chan, twosmillion-dollars in order to get it going, Then it 
became; webl,.available,.to jseveral.people :and is very 
cheap today. The reason I mention it today now they have 
found it not onmly cures. 7.8. but,it protects against;it. 
It is -a preventive. This appeared September 26th in 
another newspaper article, Several products we have had - 
Kenalog which is a dermitological preparation which works 
extremely well in treating most dermitological or skin 
diseases, 

MR, BRYDEN: Are there any you can name 
you made any money on? JI take it from the ones you have 
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MR. PHILLIPS: We have made a little money 
On Kenalog, yes sir. We have made some on Mysteclin. 

We have made some .... 

MR. BRYDEN: Was that a product developed 
by your company? 

MR, PHILLIPS: We developed Mycostalin which 
is an antifungal product. It was developed in our labora- 
tories in New Jersey by some doctors who were working 
with the New york State Board of Health. It was added 
to Tetracycline because with Tetracycline there has been 
many times when it has been found that certain side 
effects develop and this was added to Tetracycline so it 
would help to eliminate those certain side effects. 

MR. BRYDEN: What was the name that was 
sold under? 

MR. PHILLIPS: Mysteclin. 

THE CHAIRMAN: If you eliminate certain side 
effects -- let us call it a prinary product involving 
certain side effects, those side effects might very well 
prevent the use of the product in some instances? 

By “PHPSel Po Pe PrAat Cre corréees, “sir. 

THE CHAIRMAN; What I find it difficult to 
understand why the term modification is used because if 
a modification took the side effects away and made it 
more readily available without the side effects it seems 
to me that that involves a major break through. 

MR. BRYDEN: It doesn't always happen. 


MR. PHILLIPS: It doesn't always happen that 
way. 


THE CHAIRMAN: Take the case of Tetracycline 
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MR. PHILLIPS: I must say in all fairness 
Che man who owns the patent may be the man who yells -- 
the other one has the modification -- more than anyone 
erse, 

MR, TROTTER: If there was such a difference 
between new drugs that were found by research, I can't 
understand why it costs so much to sell the drug. For 
example, if you had a new drug that is really needed -- 
Supposé'-you had a cure for cancer, all you have to do to 
advertise it would be to go to the nearest telephone. 

That is costs so much to sell these drugs it would seem 
to me they are very much the same, the so-called new 
drugs. 

MR. PHILLIPS: I don't know a great deal 
about cancer, but I can --- 

MR. TROTTER: I just used it as an example, 

MR, PHILLIPS: There are quite a number of 
different types of cancer, and what you might find which 
is effective in one particular, might not be effective in 
another kind of cancer. There really is no real cure 
although even yesterday's papers pointed out --- 

MR. TROTTER: I was using that as an example 
I-was thinking of a major break-through. Penicillin, 
for example, There may be variations, but it is essentially 
a primary drug, and it would not take much advertising to 
seid 10, 

MRG PHILLIPS: Can*I go-baek avfew years? 

I used to work in a drug store years ago and the doctors 
in those days told me that there was really only one 


Specific -- and that was mercury -- in the treatment of 
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1| Syphillis, and the other things were really not treat- 
2) ments -- I mean not cures is what I am trying to Say. 
3) There is only one cure for something and that would be 


4] mercury in the curing of syphillis. 


wm 


I think that is the way a lot of things are 
6] in medicine today. There are many, many things which will 


7| do a certain amount of good, but there are not that many 





8| different outstanding remedies which will really cure 

9| everything. 

10 Now, I remember when penicillin was first 
11 developed. I was working down in the United States -- 
12| incidentally, I was fortunate to be able to sit in on a 
13 meeting in which they decided the name would be called 
14) penicillin rather than pen-icllin. At any rate, in those 
15 days that drug was so dramatic there was nothing else 
16) like 10 at all. You couldn't go home at night because 
people would be waiting on your front door wanting some 
of this precious new drug. 

The point is that was a tremendous new 
break-through, but there are just not that many break- 
throughs. If you have something that is like that, yes, 
you won't have to advertise it, but that is all so very, 
very, very seldtm. 

MR, TROTTER: Then all these other new 
drugs are really just almost slight modifications? 

MRiy “PHILLIPS # °° I tcould not say that “at all, 
They are not slight modifications, but what will work on 


Some patients will not necessarily work on others, 


MR, BRYDEN:; Who knows what is going to be 


the effect of some of these variations? As f‘understand it -- 
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1}; L am no chemist, but I understand that it is quite possibl 
2| to get great varieties of formulations, so somebody gets a 
drug that makes quite a reputation for itself, so the next 
fellow gets some variation on it and naturally represents 
it as better, but the evidence that it is better is 
strictly very scanty indeed, or even that it is as good, 

Now, isn't that fairly prominent in the 
development of this industry? 

MR. PHILLIPS: Epam sorry»: \Lvcannot sagree 
with that statement, sir, because as I said a moment ago 
the man that may complain the loudest may be the man who 
really owns the patent. I know that there are many things 
Which are discovered that, are very useful, that are dis- 
covered Accidentally. 

Weidiscevered our Tetracycline, if you 
please, in our Argentine plant when I was down there -- we 
have a tremendous research laboratory there -- we dis- 
eovered aTetracyeline,there.fifteen years I guess.aftern it 
had been discovered here, but it was all by accident. We 
were looking for something else. We were not looking for 
anytaiffierenteradicalbpfer tetracycline; we were,loeking 
for a new antibiotic, 

MR+«eBRYDEN:..So that still does not deal 
with the question that some of the modifications may not 
impreve thesdrugeat.all.».They ave side.effects that.are 
not thoroughly understood and yet they are promoted, 

MR, PHILLIPS: I would like .to speak.for 
Our company as regards side effects. You see when you 
get this list, right here, all-.of our items have -- here 


ieqgone product. It has the name, action indications, 
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contra indications, and in some of these, as you can see 
right here, the wart cnneun aires tind we spell that out as 
much as we do the advantages. 

MR, BRYDEN: What is that book? 

MR, PHILLIPS: This is a book which describe 
our products. 

MR. BRYDEN: And that is for circulation to 
the medical profession or where? 

MR. PHILLIPS: This 1s available to doctors 
and also it is available to druggists. That is part of 
the information which we supply the druggists because 
actually most doctors do not file these things too well, 
and most doctors do go down and have a druggist that they 
can call on to get information from, Wwe are very desirou 
that this be available. 

MR, BRYDEN; Is it also standard practice 
with your company to show contra indications on, say, 
advertisings appearing in medical journals and in direct 
mail going out to the profession? 

MR. PHILLIPS: Here is an example of some 
of the work we do, These are reprints. We cannot add 
Or subtract to that because these are written by medical 
men, but these are supplied at certain times. 

THE CHAIRMAN: Mr. Phillips is now referring 
to what appears to be a printed copy of a thesis by some 
medical authority on certain subjects? 

MR, PHILLIPS: That is right. He has tried 
these particular products on a certain number of patients, 
and this gives his results. They are not always good, you 


know, 
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THE CHAIRMAN: Are these copies of the thesip, 
the doctors! experience, are these printed copies dis- 
tributed to the profession too? 

MR. sBHILLEPSsscSomeiare,.yess sWhen»they 
have to do with a product that we have, we do get permissipn 
to have those reprinted and supply them to the doctor, 
and that, incidentally, is one of the things which the 
doctors appreciate very much. 

THE CHAIRMAN: I am looking at one which is 
really from a book which appears at page 510 and goes on 
BO 92345220 5.05.03 25514j)0515pe516cande517.°°1 amejust 
thumbing this through, and I notice on page 513 it gives 
the results of treatment, table showing comparative dosage 
of Prednisone and Trianol. Then I see on page 514, which 
goes on for a page and a half, the heading of "undesirable|'. 
That is the whole story. 

MR. PHILLIPS: That is right. 

THE CHAIRMAN: Is that what you are trying 
to say to us? 

MR. PHIGGIPS: Exactly. 

MR, BRYDEN: What about the medical journals 
Or do you advertise in medical journals? 

MR; PHILLIPS: We have not in some time. 

We have not done very much advertising in medical journals 
I don't have a copy here with me to show a copy of any of 
Our previous one, 

MR. BRYDEN: What about direct mail? 

MR. PHILLIPS: We do some direct mail, and 
this was an example of one of the inserts which goes into 


direct mail. Iwill pass all. of these along. You will 
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noticeoit has’ precautions here on this page. These are 
file cards which are also well accepted by doctors, 
because this is something they keep. They usually don't 
throw this stuff away because it is a quick summary of 
what the product is; it has reference as to who said so, 
and then it also has, once again, comments on safety. 

MR. BRYDEN: Does it have any information 
about prices? 

MRen PHLLLIPS? oNo,c@iz. 

MR, TROTTER: Most doctors are not aware, 
as I understand it, what the drugs actually cost to the 
patients. They will write out a prescription for the 
patient but not have any idea of what the drug costs. 
Would that be correct? 

MR. PHIBLLPS: pde am sorryyy Djcould not agree 
with you in toto because many doctors do ask for an 
approximate price. Many doctors do ask, 

MR. BRYDEN: They ask the detailmen? 

MR. RHDLLEPSs,) That. ds correct. 

MR. ‘TROTTER’. Do, you find the best way, to 
sell drugs is through the detailmen? 

MRS PosbiebRS: That 1s the best, yes, sir, 
but that does not cover the whole thing, no, sir, 


MRve GROITER 3... Hor sexample » diiey our selling 


MR. PHILLIPS: What portion would be spent 
On detailmen? 


MR. TROTTER: Yes. I understand that of your 
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costs of the industry, about 26.@go0es for the selling 
and advertising. Now, would most of your selling and 
advertising be on detailmen, through magazines? 

MR. PHILLIPS: Not all companies break down 
this area in the same way. Now, we normally put adverti- 
sing over here, which would include direct mail advertising, 
advertising in journals, and participation in medical 
congresses in one column, 

Then we would put down the cost of our 
medical service representatives in another column. Not 
all companies do that. What percentage the detailmen cost 
I would have to supply you that information later because 
I don't have it at my fingertips. 

MR, TROTTER: What is the best way to sell 
a drug? How do you get the best results? 

MR. PHILLIPS: I am not the first to say 
this that [I think practically all of the authorities agree 
that it takes a combination of three media, medical servic 
representatives, journals and direct mail. Of the three, 
the detailmen are more effective, if you please, than any 
of the other two separately I think. As far as we are 
concerned, that is icorrect. 

MR, BRYDEN: When you said earlier that 
competition is increasing == at least I think that is nee 
you said -- something to that effect that competition is 
increasing or at any rate it is quite pronounced in this 
industry, the comment which you were referring to, were 
you referring to competition in promotion or competition 
in prices or what kind of competition? 


MR, PHILLIPS: I would say more competition in 
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promotion; the competition in number, if you please, 

MR. BRYDEN: How do you mean "number"? I 
don't understand that. 

MR. PHILLIPS: Well, I don't know how many 
additional houses are promoting products in Canada this 
year as compared with last year, but it seems like it is 
a larger number. I want to go back for just a moment and 
say that in the United States where I worked for some time 
the drug business there is in a fewer number of companies! 
hands than here in Canada. Here in Canada there are more 
than 200, and this is distributed over a greater number 


proportionately than it is in the united States. 
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MR, BRYDEN: If the competition is primarily 
in the promotional field, which involves the number of 
companies there, would it follow from that that competitio 
with regard to prices for some of these products is not to 
keen? In other words, do you try to meet your competitors 
through the medium of promotion rather than through the 
medium of giving a better price? 

MR, PHILLIPS: Well, we certainly try that 
on quite a number of products. Speaking for Squibb again 
quite a number of our products are more expensive than 
certain other companies so we try to do a better job of 
servicing, of rendering service to the medical profession. 
MR. BRYDEN: What do you mean by servicing? 
MR. PHILLIPS: One of the basic things that 
we endeavour to do is to train our representatives so that 
they can be of service to the doctors, The reason I say 
“pe of service’ is because if you go in with one thought 
in mind: a hard sell proposition, the chances are you won't 
be invited back very soon so our people, I think, are 
trained unusually well so that not only are they able to 
discuss our own products intelligently, but also be able 
to discuss the trend of therapy or anything else which may 
have happened new in the medical field recently. 
Mr. Bryden, does your parent company maintain 
a public relations office or agency? Does it have a public 
relations agency or public relations department of its own? 
I presume your own company does not, I am just wondering 
if the parent company in the States would. 
MR. PHILLIPS: I think so, yes sir. 


MR. BRYDEN: What would their function be? 
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Would it be used, for example, to try to spread informatio 
directly to the public through news media and magazines 
and so on about any products you may have? 

MR. PHILLIPS: I don't think they ever touch 
products. I am not too clear on that. 

THE’ CHAIRMAN: JI have a question Mr, Phillips, 
with respect to research, Have you any observations to 
make with respect to the ultimate efficiency, the end 
efficiency of research by Universities as contrasted with 
research by private enterprise? 

MR. PHILLIPS: I think it is going to take 
a good deal of both, The facilities in Canada are impro- 
ving dramatically. I think that it is going to take a 
combination of both. 

THE CHAIRMAN: You think this is a field in 
which both fit? 

MR. PHILLIPS: \Yes sir, and I’am quite® sure 
that the majority of University research people agree with 
that, There may be some who do not, but I am quite sure 
the majority do. 

THE CHAIRMAN: Any questions from other 
interested parties? Mr, Phillips, we are very grateful 
to you for coming to Toronto for this occasion and we are 
most appreciative of your co-operation. 

MR. PHILLIPS: Thank you, 


THE CHAIRMAN: Do you have anything to add, 


MR. REID: I have nothing to add except thank 


you. 


THE CHAIRMAN: Mr, Hume, we are very gratefu 
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MR. HUME: As you recall, I have, as you 
know, a very brief statement with three questions that were 
asked and possibly it might serve the Committee's purpose 
if I just gave these three answers now and then that would 
complete the information that we have at this time, 

May I take, sir, the foreword as being taken 
as read and merely indicate the three questions, starting 
at page 2, 

THE CHAIRMAN: I take it, for the purpose of 
the record, that we should have this read into - taken into 
the record as read, 

MR. HUME: Fine sir, If you wish to do that, 
I won't even read it. There were three qvwestions asked. 
Two have been answered as best we can and the final one, 
involving the General Pharmacal Corporation of New Jersey; 
there the matter is under review of the courts and we have 
been unable to get information from the Attorney-General 
of New Jersey, but we found out who he is. Possibly a 
letter on the letterhead of this Committee might produce 
that result, If the material could be taken as read - 
there were three questions that arose at the pages indi- 
cated in the transcript. These were the best answers, the 
most important of which was the answer in connection with 
the licensing for pharmaceutical manufacturers and I only 
wish to make this comment about it: that since the question 
was asked, there have been regulations promulgated by the 
Food and Drug Directorate and the materials with respect 
to that are on the two pages here and I don't think there 


is anything else to add beyond those regulations have not 
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yet been finalized. They are merely under study at the 
present time, 

THE CHAIRMAN: Any questions from the 
Committee? (No reply) Any questions from any other 
interested party? (No reply) Mr. Rice, have you any 
questions? 

MR, RICE: No, I have no questions Mr, Chair- 
man. 

MR. HUME: Mr. Chairman, may I say that this 
addendum, plus Mr, Little's comments, were the questions 
that we had picked out of the material that were asked of 
us. JI hope they will be of some use. If there is any 
additional information that arises as a result of these 
final deliberations where the Association can be helpful, 
we will do everything we can, sir, to obtain that informa- 
tion as quickly as possible, 

FOREWORD 

The Canadian Pharmaceutical Manufacturers! 
Association appeared before the Select Committee on Drugs 
on October 24, 25 and 26, 1960, At that time, the Commit- 
tee asked the Association for additional information, 
primarily of a statistical nature, Accordingly, the 
Association retained the services of Clarkson, Gordon & 
Company, to obtain this information and it has now been 
submitted to the Committee by Mr. A.J. Little of that 
accounting firm, 

Some of the additional information required, 
however, is of a non-statistical nature and this is presen- 


ted herewith for the Committee's consideration, 





A summary of the non-statistical information 
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is as follows: the page numbers given refer to the pages 
of the official transcripts of the hearings in which the 
requests for this information may be found: 

1. Page 1401 - A request for the percen- 

tages of profit on sales and on net worth 

reaerrzed ay United States, United Kingdom 

and European pharmaceutical manufacturing 

industries. 

2. Pages 1408-10 - A request for specific 

recommendations from the Association concer- 

ning the licensing of pharmaceutical manufac- 
turers and suppliers. 

3. Pages 1411-12 - A request for the names 

of Canadian importers of products supplied 
by General Pharmacal Corporation of New 
Jersey. 
Also attached is a list of corrections to 
errors contained in the official transcripts of the hearings. 
RE: PROFITS IN OTHER COUNTRIES 
QUESTION: A request for the percentages of profit on sales 
and on net worth realized by United States, 
United Kingdom and European pharmaceutical 
manufacturing industries, 

ANSWER: United States 

In a report submitted to the U.S. Senate 
Subcommittee on Antitrust and Monopoly Legislation on 
February 23, 1960, the U.S. Pharmaceutical Manufacturers 
Assoctation stated that the profit margin (after taxes) 
in 1958 was 13 per cent, while the rate of return on 


capital was 18.1 per cent. 
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newer eat the "Quarterly Financial Report for 
Manufacturing Corporations, Fourth Quarter, 1960", 
published by the U.S. Federal Trade Commission - Securities 
and Exchange Commission, shows a ratio of profit to sales 
after taxes of 9.2 per cent, and a ratio of profit to 
stockholders equity after taxes of 15.0 per cent, 

While "stockholders equity" is not comparable 
to "total capital’ it is considered in some quarters as 
more acceptable in representing net worth, 

United Kingdom 

The self-explanatory reply which the Associa- 
tion received from the U.K. Association of British Pharma- 
ceutical Industry is as follows: 

"Pharmaceutical manufacturers in the U.K. do 
not divulge their sales figures and so we are quite unable 
to give you any percentages of profit on sales, 

"It has been reported that Board of Trade 
accountants have calculated from the published accounts of 
43 companies the percentages of profit on 'capital employed! 
for the years 1951-57. ‘The average for 1957 was 28%. The 
accountants stressed, however, that the figures must be 
subject to very important reservations which arise from th 
inadequate information available from published accounts and 
from the fact that such accounts relate to the whole acti- 
vities of the companies many of whom have important busi- 
ness not connected with the National Health Service, The 
Board of Trade reports are regarded as confidential but 
the Ministry of Health would no doubt be willing to supply 


them direct to the Ontario Government", 
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Europe 














We regret that we have been unable to find 
comparable figures for European pharmaceutical manufac- 
turing industries. In an attempt to obtain this informa- 
tion, we contacted several European sources, the United 
Nations, Dominion Bureau of Statistics, an international 
survey house, and even the U.K. ABPI and U.S. PMA, to no 
avall. 

RE: LICENSING OF PHARMACEUTICAL MANUFACTURERS AND SUPPLIERS 
QUESTION: A request for specific recommendations concer- 
ning the licensing of pharmaceutical manufac- 
turers and suppliers. 
ANSWER : It is the opinion of this Association that regu- 
lations should be implemented requiring that drugs sold in 
Canada shall have been manufactured and tested under condi- 
tions that ensure the drugs will be safe for use. Further- 
more, all suppliers of drugs should be required to show 
evidence that their products have been tested for quality 
and standards by reputable and reliable laboratories. 

Accordingly, manufacturers, distributors, 
importers, agents and commercial testing laboratories 
should be required to sign declarations stating that their 
facilities meet predetermined standards. For example: 

(a) No manufacturer shall sell a drug unless 

the drug has been manufactured and tested 

under conditions that are suitable to ensure 
that the drug will not be unsafe for use, and 
has filed annually in a form and content 
defined by the Minister a declaration descri- 


bing the scope of the manufacturer's operatio 
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(b) No commercial drug testing laboratory 
shall test a drug unless conditions of 
testing, insofar as tests are performed and 
reported by him, and equipment used in 
testing, are adequate to ensure that the 
drug will not be unsafe for use, and has 
filed annually in a form and content defined 
by the Minister a declaration describing the 
scope of the laboratory's operations. 

(c) Where a drug is manufactured or tested 

outside of Canada, the Director of the Food 

and Drug Directorate, Ottawa, may require 
the testing of the raw and bulk material 
used in the manufacture of the drug and/or 
the testing of the drug in finished form to 
be carried out in Canada before a lot or 
batch is released for sale, and 

An inspection of the manufacturer's establishi- 
ment or of the commercial drug testing laboratory used to 
ensure that the conditions and requirements of the Act 
have been complied with before any lot or batch of drug is 
exported to Canada, 

The onus of responsibility for ensuring the 
certainty of the product must rest initially with the 
manufacturer or the supplier and his manufacturer, for 
quality control must be built into the product during manu- 
facture and not merely subject to subsequent spot checking 
by an outside laboratory. 

It will be appreciated that any proposal suc 


as this brief outline will require considerable study 
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prior to implementation, Regarding jurisdiction, the 
responsibility for enacting such regulations should rest 
with the Federal Government through its Food and Drug 
Directorate, 

Significantly, the Federal Government is now 
engaged in preparing regulations for this purpose. On 
December 28, 1960, the Department of National Health and 
Welfare, Ottawa, issued Trade Information Letter No, 191 
re: Drug Manufacturing Facilities and Controls, This 
Letter sets forth proposed regulations, the objective of 
Which is to strengthen the Food and Drugs Act in respect 
to the conditions under which drugs are manufactured for 
sale in Canada. This is a preliminary proposal, subject 
to change by the Department, and it is our understanding 
that certain amendments to the original proposal are now 
being considered, 

This Association is. in complete accord with 
the action being taken by the Federal Government in this 
respect, which is most certainly in the best public 
interest, and has presented its views as outlined above to 
the Food and Drug Directorate. 

RE: NAMES OF CANADIAN IMPORTERS OF GENERAL PHARMACAL 

PRODUCTS 

QUESTION: A request for the names of Canadian importers 
of products supplied by General Pharmacal 
Corporation of New Jersey. 

ANSWER: In view of the legal implications of this case, 

it has not been possible for the Association to obtain the 

names of the Canadian importers of these products from any 


Canadian source, government or otherwise. We also looked 
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into the possibility of our obtaining this information 
from the United States. However, the case has not as yet 
come up for trial, and the records are now being held by 
the office of the Attorney General, State of New Jersey. 
The official in charge of the case if Mr, 
B. Rigg, Deputy Attorney General, State of New Jersey, 
Trenton, N.dJ. 
REQUESTED CORRECTIONS TO THE OFFICIAL TRANSCRIPTS 


p 1064A - line 17: Replace 46.2% with 6.2% 


pp 1070-71: Pages are transposed 

P2260 ~ line Ge Replace ‘company names" with "common 
names’ 

p 1279: = line 7: Replace ‘they stock from" with "they 
stop from’ 


Dicke3@t+cdeine 12: Replace "part members" with "associate 
members" 
D.i1374 c- dine28: Should read "Canadian Pharmaceutical 
Manufacturers' Association’ 
p 1328 - line 25: Replace "can realize suppliers" with 
"ean realize economies" 
phl338 = line +17: Delete the word “ataractic' which 
appears in the phrase "which has 
another ataractic drug" 
THE CHAIRMAN: Thank you very much Mr. Hume 
and thank you Mr, Little, 
MR. ROBINETTE: Mr, Chairman, I have Mr, 
W.A. Leslie of Montreal here and I would ask that either 
he be heard now or the first thing in the morning. Would 
that be possible? 


THE CHAIRMAN: Mr. Robinette, let's just have 
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Is the Committee agreed we will sit at 10 o'clock tomorrow 
morning? There is another situation with which I am 
concerned but I don't think that my convenience should 

hold up the Committee, I think the Committee should go 
ahead and if there is such a thing as a quorum, I am 

going £6 ask somebody to move that such of the Committee 

as are present tomorrow morning be constituted a Committee 
of the Committee to proceed with the taking of the evidence 
and Mr, Fullerton will be present to act as Chairman. 

MR. BRYDEN: I will so move that Mr, Chairman. 

THE CHAIRMAN: Carried unanimously. We will 
proceed, in any event. Will that be convenient Mr. Fuller- 
ton, to hear Mr, Leslie - what is the company's name Mr, 
Robinette? 

MR, ROBINETTE: Ayerst McKenna and Harrison 
Limited of Montreal. 

MR. P.N. THORSTEINSSON: Mr, Chairman, I have 
the same problem with Mr. Brown of Burroughs -Wellcome 
(Canada) Limited. I would ask that we follow this witness 
who is to start. Mr. Brown is here from Montreal. 

THE CHATRMAN: We may not be meeting here in 
this chamber, I think it will be in a Committee Room, 

Is that right, Mr. Gadsby? 

MR, GADSBY: Committee Room No, 1, 

THE CHAIRMAN: I think this is a much 
better place to hold the meeting. 

MR2 GADSBYY” TIT would like 1t sir’ but I 
cannot have it any longer, 


THE CHAIRMAN: Well then, in one of the 
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Committee Rooms tomorrow morning and you can start with 
Mr, Leslie and then Mr. Brown, 

MR. McINTOSH: Mr, Chairman, I am Alex 
McIntosh, JI represent the Frosst Company. Mr. Frosst is 
here from Montreal and although I am not asking that he be 
heard in any order, I would appreciate it very much if we 
could be heard tomorrow, 

THE CHAIRMAN: I am sure Mr, Fullerton will 
take that into account. Any other representations to be 
made to the Committee tonight? 

MR. BRYDEN: Before we adjourn Mr, Chairman, 
may I ask with regard to the future sittings of the 
Committee, if it is envisaged that representatives of the 
Hospital Services Commission, Health Department, perhaps 
also the Ontario Hospital Association, are likely to 
appear here? 

THE CHAIRMAN: I think anybody who is 
interested in this Committee's work is on notice as of 
2 o'clock today. But if they want to come back, if they 
have got anything to add for the good of the Committee 
they will be heard. I think the Secretary has some communti- 
cation with some of these organizations as to gaps in thei 
evidence. My information is that they have answered him 
in some of the detail that is required to complete their 
evidence, Is that right, Mr, Gadsby? 

MR. GADSBY:,.. Yes. sir. . 

MR. BRYDEN: The reason I am raising this 
question is that, for example, we had evidence, when the 
Committee first started, from the representative of the 


Attorney-General's laboratory about certain experiments 
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they have been undertaking with regard to testing, “I 

2| thought if we could get further information how that 

3] worked out - another point I am interested in, I think it 
4|) was the Hospital Association, I believe it may have been 
5| the Hospital Services Commission, said they were looking 
6| into the possibility of consolidating the purchases of 

7| drugs, certain drugs at any rate, for hospitals, I 
wondered if it would be possible to find out from them if 
9| they have gone any further, 

10 THE CHAIRMAN: I don't know the answers to 

11) these questions, I would think that some of these bodies 

12| are awaiting the report and recommendation of this Committeel. 
13 MR. BRYDEN: Well, accept that if they have 
14) given some study to some of these matters, it would seem 
15|| to me valuable for the Committee to find out what their 
16|| thinking is on such things, 

17 THE CHAIRMAN: Your suggestion is -  ? 


18 MR. BRYDEN: I would like, if possible, to 
19||) see the representatives of those bodies again come before 
20|| the Committee, maybe for only a very brief period, They 


21|| are the people most interested in the area to which our 


22| enquiry is primarily directed, ¢ 
23 THE CHAIRMAN: Mr, Gadsby, would you look 


24|) into this and speak to me about it? 
25 MR. GADSBY: Yes sir. 


26 THE CHAIRMAN: There being no further busi- 
27||\ness, there is one comment I would make, and that is that 
28 | without restricting the freedom of movement of those 


29} interested in, without trying to accelerate this hearing 


30|/at all, it might be reasonable to presume that we might 
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conclude these hearings some time this week, which would 


leave the Committee then in the position that we would 


| have had the bulk, or the evidence that we have called for 


| and then since the Committee dies when the House sits a 


week from Wednesday, probably would need a resolution in 


_ the House to let us carry on, not with the intention of 
| reviving the evidence, but with a view only to preparing 


| and completing our report. Is that procedure agreeable 


to you gentlemen? We will adjourn until 10 o'clock in the 


| morning, 


--- Whereupon the hearing adjourned until 10 a.m., 


Tuesday, November 14th, 1961. 
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~--On resuming [atml10220sadmi 


THE ACTING CHAIRMAN: Gentlemen, we will 
call the meeting to order. This is will a committee on 
the Committee to receive information and the first on the 
list is Mr. W. A. Leslie, Chairman of the Board of Ayerst, 
McKenna and Harrison Limited of Montreal. 

MR, ROBINETTE: Mr. Chairman, may I intro- 
duce to you Mr. Leslie from Montreal who, aS you say, is 
chairman of the board of Ayerst, McKenna and Harrison 
Limited. This is one of the companies that participated 
in the information given to Mr. Little, the figures are 
included in his compilation. They are also one of the 
companies which, at an early stage in this enquiry, said 
they would co-operate and come forward to provide the 
figures on a confidential basis. 

MR, LESLIE: Mr. Chairman and gentlemen, 

I was born in London Ontario and I have devoted most of 
my time to pharmacy in various phases. I graduated from 
the Ontario College of Pharmacy with a degree of pharma- 
ceutical chemist and a B.A. in Chemistry. I spent about 
fourteen years in the retail business in Toronto prior to 
joining Ayerst, McKenna & Harrison Limited in 1934, I 
was transferred to head office in 1942 and somewhere aroun 
the year 1946 I became president and two and a half years 
ago I assume the position I now hold as Chairman of the 
Board, 

I merely state that to let you know I have 
had some experience in the various stages of pharmacy 
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I am pleased to appear before your Committee 
in the hope that what I have to say will be of assistance. 
We appreciate your Committee has been given a difficult 
task to enquire into a situation which must seem quite 
complex to those not fully acquainted with the industry 
and distribution of pharmaceuticals. We agreed, according 
to the record, volume 14, pages 1422 and 1423 along with 
three other members of the Canadian Pharmaceutical 
Manufacturers Association to discuss with your counsel, 
the area in which you may be interested to have our evidenge. 
We have not been invited to such discussions nor have we 
received any information or request for answers to any 
specific questions from counsel or your Committee. we 
invited the Committee to see our plant in Montreal and we 
now renew that invitation. 

Apart from this we have noted from evidence 
given,.Go y.ouniGommittee at earlier hearings that many of 
’ 

the witnesses had little if any knowledge about ethical pharma- 
eeuticals in, Canada, its peerage or its contribution to the he 
welfare; had no concept whatever of the pharmaceutical 
research being carried out in Canada. Statements have bee 
made frequently by irresponsible people in many places 
that Canada contributed nothing to research of penicillin 
during the war. We feel it is our duty to the industry 
and to ourselves to explain something about the industry 
and to describe some of the research activities going on 
in Canada. Consequently,in these circumstances we feel 
the best service we can render to the Committee at this 


time would be to present a short history of our company 


and a resume of the highlights of the research carried 


on. in our -laboratories.. I trust this will be of interest 
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: 


i| to you and may dispel some misgivings you may have had in 


2| these areas, I have a few pictures of our plant here 

















that may be of interest to you folks. 
SUBMISSION OF 
AYERST, McKENNA & HARRISON LIMITED 
APPEARANCES ; MrenW.tAe Lesiie 
MrarJa"JIeaRobinettieged?.Ce¢ 

AYERST, McKENNA & HARRISON LIMITED was 
incorporated under a federal charter in 1924 and commenced 
business early in 1925. The company's original founders, 
W.A.S. Ayerst, W.J. McKenna, William Harrison and Hugh 
MePherson, were all Canadians with years of executive 
experience in the pharmaceutical manufacturing field. The 
rapid initial and subsequent development of the company 
was largely due to their background of experience and 
unusual foresight. 

AYERST, McKENNA & HARRISON LIMITED, a 
Canadian company in the pharmaceutical industry, carries 
out with the most extensive pharmaceutical research facili 
ties in Canada, the major part of the research work for 
its U.S. affiliate and its many branches in foreign 
markets » Ayerst's philosophy has always been to discover 
ana develop the finest and most useful medicinal compounds 
possible within the several fields of research in which it 
is working. 

In the early years of the industry, research 
did not play the dominant role it does today. Yet from th 
very beginning, the founders adopted the basic policy that 
the company's future progress would be keyed to its own 


and related research efforts, For example, one of their 
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1| initial undertakings was to set up the first commercially 
2| operated biological laboratory in Canada, Through this 

3] facility, the company produced biologically tested and 

4| standardized cod liver oil, the first one of its kind to 
5] be made available on this continent. Four years later, 

6) as a result of continued research, the first concentrated 


7| cod liver oil, known as "ALPHAMETTE" was introduced to 





8] North America, 

9 Subsequent years proved the founders! researeh 
10| philosophyto be correct. Because of this’ the company, as 
11) soon as profits were available, set aside a porsion for 

12|| research and development purposes and this has continued 
13] through its history. 

14 In 1930, the company entered into a close 

15) collaboration with Dr. J.B. Collip and McGill University, 
16] through which "EMMENIN", the first orally active estrogen 
17|| and several pituitary gland extracts were developed in the 
18) Ayerst laboratories. This was the result of Dr. Collip's 
interests as head of the Department of Endocrinology at 
MeGLilewhichahe rorganizedoi Earlier,»Dr.sCollip playediwan 
important part in the research leading to the development 


of insulin therapy for diabetes, and as a result his 





principal interests were in the evaluation and properties 
of hormones from the endocrine glands. The product 


"EMMENIN" and the gland extracts created a great deal 




















of interest with outstanding endocrinologists and 
bynecologists in the United states and the demand for thes 


products there eventually led to the establishment of a 








Subsidiary company at Rouses Point, N.Y. in 1934 known as 





Ayerst, McKenna & Harrison (U.S.) Limited. This expansion 
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required considerable additional captial, some of which 
was obtained in Britain. 

The establishment of this successful sub- 
Sidiary in the ynited States by’ a Canadian pharmaceutical . 
company is unique and was only made possible by the result 
of Ayerst's research group in developing the new product 
“EMMENIN", Later, the position of theAmerican company was 
advanced into a large progressive operation mainly because 
of the development of a new, and more potent, orally activ 
estrogen, "PREMARIN", in the Ayerst Research Laboratories. 

In “tbhesetearlyyeans ; considerable research 
was carried out on natural Vitamin B complex as obtained 
from wheat germ and brewers yeast, and this resulted in 
the -Averst “Line “of ‘Beminal products.) This -résearch gave 
considerable knowledge in the field and enabled the compan 
to conduct more extensive work in the various synthetic 
factors of the B complex when they became available, such 
as By s riboflavin, nicotinamide, etc. Here again, the 
first potent B complex product, in the form of tablets and 
injectable material, was offered by Ayerst. At the same 
time, considerable collaboration was carried on with the 
two internationally famous nutritionists - Dr. F. Tisdall 
and Dr. I, Spies, in the development of the various 
vitamin products which were sold in Canada. 

In 1935, the veterinary division was in- 
augurated. The first products marketed were feeding oils 
for poultry feed which included veterinary cod liver and 


many other fish liver oils with a high vitamin A and D 
content. This led to the necessity of developing a method 


of producing Vitamin Dz required to fortify these fish 
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liver oils. This was done, and gradually a complete line 
of veterinary products developed, including baterins, 
sera and vaccines and veterinary pharmaceuticals. 

In 1940, the Export department of Ayerst 
came into being and Ayerst products soon were being 
distributed in many countries including Cuba, the West 
Indies, Latin American countries and South Africa. This 
business was gradually expanded and today complete manu- 
facturing units are operating in South Africa, Italy, 
Brazil, Mexico and Australia. 

According to plans, during the early war 
years, the research staff was steadily increased and their 
work branched out into many fields. New capital was 
urgently required to properly develop the sales potential 
in the U.S. market. Our U.S. company was in no position 
to obtain the necessary priorities particularly in 
equipment, machinery and apparatus for the conduct of its 
business. At the same time, the founders were looking to 
retirement and how best under wartime conditions to ensure 
the planned development of both the Canadian and U.S. 
companies. All of this culminated in 1943 with the acquist- 
tion of Ayerst, McKenna & Harrison Limited and its U.S. 
subsidiary by American Home Products Corp, The new affilia 
tion with American Home Products Corp. was good for 
Ayerst and for Canada. No change in executive personnel 
was made in Ayerst (Canada) - Canadian management still 
administers and operates the company. Through this 
association, priority difficulties were largely solved 


for the u.S. company and vital aid was obtained in securin 
U.S. priorities for the Canadian company. Plans had 


already been made for new buildings to house our research 
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1! and production at Saint-Laurent, Que. The land had been 
2]| purchased and the research building actually started. 
The necessary capital was made available immediately to 
complete all building plans comprising résearch, control, 
production and administrative buildings at the new loca- 
tion at Saint-Laurent. 

Early in 1943, a great deal of research 
effort was being directed towards devising ways and means 
of producing penicillin by the pharmaceutical industry 
througnout the world. A year earlier Ayerst's laboratory 
had obtained cuitures of "several* mould species which had 
Eee repurted to have “antibiotic activily.: “Later cna 
same year, it received cultures of "Penicillin notatum" 
which were produced from Fleming's original strain. These 
were grown experimentally.in its laboratory and several 
methods Of ‘producing a satisfactory active product were 
Dureued., 

Consequently, in July 1943 when Ayerst offered 
CoO make -lts facilittés “available to the’ Federal-govern- 
ment “for the production of penicillin for the Armed 
Services, it “had qualified scientifi¢e personnel functicnin 
as a research team. This group had some preliminary experidnce 
in penicillin research and, most important, had access to 
valuable technical information and know-how from affilitatqdd 
firms which at that time had made considerable progress in 
pentciltin “production. 

Late in September 1943, authorization was 
given to proceed with temporary facilities for the pro- 
duction of penicillin by the Department of Munitions and 


Supply. Work proceeded in Ayerst laboratories and in a 











088s etias] LATA CO @ FOUCHEMOTe jRUDMA 
“OARATHO ~OTMaROT 


need bed basil oAT ,snf ,tnetesl-satse ts notdovborg bie | 
: bedrstea yilevtos gnthitud dorssee y edd bas beasnorg | 

ot yLlodetbommt sldsilisve sbem esw Lstiqso yreeesosm s”AT 
etorsnoo ,dorssaot aifetrqmos ansiq antbitud [fs stelqmos 


-sool won sid dts eagntbitud svitisrdainimbs bie soidoyborg 








trerued-satee ge noid 
fioresesy to [seb tsery 8 .€#OL nt yired 
| ansem bos-ayaw anteatveb abryswod beJosrib gnisd esw droTtts - 


yidaubat [ssttdueosmrsdg sad yd mill totideq sntouwborq To 







yodsarodsl e'sarsyA tetiztss reey A” .blrow edd guodaguordd 


ee 


bed doidw estosqa bilyom Lersvse to esiygivo boentsddo bed 


gadvd 1stel .ysivises sitvotdtins evéd o¢ fbetroqet mesd 


















"mudstona nilitotied" to esrudivo beviooe,r tiopresy omea 


| 


isaodT .oterde Leatstro e'satmeli mort bessborq es rew dofdaw 





Lsrsvee bas yroverodsl etl ab yifstnsmixsgqxs aworg 91Sw 
sirow Jouborq evivos yrosvostdtise s gntouborq to eboddem 
sbeyveTrTseg 


berstto tarvesyA asdw FOL yLgb at ,yltneupsanod | at 


-aravog L[ersbed oft oF aldsflisve asit¢iftost adh exsmood QI 


saeecomeeei-” aeaeneari | 5 meeinineiaeeeaeeemmermeee _ 


bsarA edt tot milltofnsq to neotdorborg snd tot ¢nem HOS 
atoottenst Lennoersg stiiuvastoa beitif{eup bsA Jie, sso0tvred its 
sonpireqxs yrsaimilserq smog bed quorg afAdT omsed dorss#e1 8 2s 

| ov agseos bed ,¢nstrogm! deaom abies dotsseeryatiitotacquat 
b sedE02T%S morTl wor-wormd bas notdenrotat Lsofanoed eideuisv | 

aft essrgorg eidsrebianos sbsem Ded smid tedd 3s dotdw emttt pp 
/,nettouborq atiltotnsgq } 

esw sofdeslrondus LC#Ol xedmetqeg at stad | 

‘-o1g eft rot esstdilioslt yretoqmed dédtw beso01rq od asvtg | 8s 

by i bas. enoidjiauM to gnemd1sqed:. edd witttietit pebiteha ian teen 


4 
if op mt bas eetrodsrodsl JgarsyA al bsbesot1Tg AroW «. | 
“es isl Jar9yA nb bebee0cxg AxOW ».ylqqu 








ANGUS, STONEHOUSE & GO. LTD. Leslie 2861 
TORONTO, ONTARIO 


temporary plant set up in the 01d. Longshoremen's.Hall on 


9 Bonsecours .Street in Montreal. 
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5 





A crash program of approximately six weeks 
converted this auditorium into a penicillin fermentation 
plant, where penicillin mould was grown in thousands of 
large milk. bottles in.a continuous .operation...The. broth 
was harvested, concentrated, purified and then transferred 
to Ayerst's production department where it was ampouled an 
vacuum-freeze dried, ready for shipment to the Armed 
Serul ees. 

From this temporary plant, the first 
penicillin produced in Canada was made and the first ship- 
ment to the Armed Services was delivered before the end 
of December 1943. 

Early in 1944, the Government penicillin 
plant was finished and in operation at Ayerst's location 
in Saint-Laurent. The bottle method of fermentation was 


shortly thereafter replaced by deep culture in large tanks 


| permitting more rapid production of many times greater 


quantities of this essential drug. As a result of such 
developments, the cost of producing penicillin of $20 per 
100,000 original units has been reduced to the point where 
the selling price to hospitals 1s approximately 4 cents 
per 100,000 units. 

In 1946, shortly after Waksman's discovery 
of streptomycin, Ayerst proceeded to produce the first 
streptomycin in Canada on a Pilot Plant scale. No supplie 


were available from the United States. Under the terms of 
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across the country and 40g was sold to the Department of 
Veterans Affairs on a cost basis. The streptomycin 
allocated by the Committee was shipped prepaid air express 
at Ayerst's expense. This arrangement lasted from July 
until November 1946 when production by Merck and Ayerst 
permitted allocation to hospitals directly. Streptomycin 
at that time sold for $25 a gram, the price is now 40 cent 
a gram to the hospitals. 

It may be of interest to explain why we 
needed an allocating committee. We were starting with a 
rather small production from a pilot plant and we had 
frantic calls from doctors all across the country for 
Supplies of streptomycin for this, that and the other 
disease which they had heard would be most useful and we 


could not say "You can have it and you cannot have it", 
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So we approached the National Research 
Council to set up an allocating committee. I just managed 
to pick up a little notice that we sent out on July asian 
1946, describing to the doctors across the country that 
there were three medical men set up on this committee: 
Manitoba and Western Canada, Dr. Lennox Bell; for Ontario, 
Dr, Phillip Gray; Toronto and Quebec, and Eastern Canada, 
Dr. Fred Smith. The doctor had to make his request to one 
of these committee doctors. They, in turn, would get in 
touch with us to supply and ship the material. We did it 
on an around-the-clock basis. I can well remember 
Saturdays, Sundays and holidays having calls, sometimes in 
the middle of the night from some of the doctors on the 
committee that so-and-so needed some streptomycin urgently 
and to get it out to him. We took it out to Dorval and 
shipped it to have it arrive there as quickly as possible 
to take care of those conditions. That is just one of the 
things that goes on in the pharmaceutical industry from 
time to time, that a company is called on to do as a little 
éxtraaseryice,. 

In 1951, during the Korean war, penicillin 
was in very short supply in the United States, Great 
Britain and Canada as a result of world conditions, At 
the time, the Canadian government was greatly concerned 
about the availability of sufficient supplies of penicillin 
in Canada in case of an emergency. Early in 1951, Ayerst, 
McKenna & Harrison Limited decided to extent its penicilli 
production to ensure an adequate source of the drug in 
Canada for National and Civil Defence if required. 


We had to wait for the steelfor construction 
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of the building and priorities for the structural steel 

to make the equipment which took some time, three or four 
months. There was no obligation on the part of the Govern 
ment only they would have first call, the Crown would have 
first call on our production, 

This costly expansion was undertaken by the 
company, considering it essential to the Canadian prepared 
ness effort. However, by the time the new facilities were 
in operation, the world-wide shortage had been dissipated, 
Excess production from the United States and foreign marketjs 
found their way into Canada at distress prices making it 
almost impossible for us to successfully compete, especiall 
in Government business. As a result, the company suffered 
very substantial losses with respect to these facilities. 

The somewhat dynamic changes taking place 
during the war years in the scientific research field 
naturally had their impact on Ayerst's research activities. 
To keep abreast of these changes, a completely new and 
fully equipped Research laboratory, Pilot Plant and Control 
laboratory were established at the Saint-Laurent location 
in 1944, which greatly facilitated the continued expansion 
in our research program, In addition, enlarged production 
and administration facilities were required and by 1948 the 
complete operations of the company were moved from inade- 
quate rented premises in the down-town area to the new 
buildings at Saint-Laurent. 

From this time onward, the pattern of the 
company's progress continued to be one of steady growth, 


both in terms of sales volume and research activity. In 





1950 the Company entered into an arrangement with the 
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Pharmaceutical Division of Imperial Chemical Industries 
Limited of Great Britain to co-ordinate research plans to 
mutual advantage. From this association several therapeu- 
tically effective compounds have been developed and these 
are now being successfully marketed in several countries. 
The most recent drug in this series is the new anesthetic 
"FLUOTHANE", a product which is currently gaining a very 
rapid acceptance in hospitals, Clinical investigation on 
"FLUOTHANE" was carried out in Canada and the United States 
on some 20,000 cases before being released for sale, 

A similar type of research liaison has also 
been arranged with several other European groups, and as a 
result Ayerst laboratories have been engaged in the scree- 
ning and testing of many compounds from outside sources in 
addition to our own. In order to supply the pharmacological 
and histological information required by the Food & Drug 
Administration, both in Washington and Ottawa, a new buil- 
ding was added in 1958 to provide further space and the 
necessary controlled condition to properly eee the 
animals required for this purpose, 

The need for new and greatly enlarged 
research facilities during 1958 became quite apparent and 
plans were formulated to build two buildings devoted 
exclusively to research, These buildings, with 44,000 
sq. ft. of floor space, house the Company's main research 
activity, one building for Chemical Research and the other 
for Pharmacological Research, and are of advanced functiona 
design, completely air conditioned and equipped with the 
latest modern laboratory features and equipment. They are 


considered to be the largest and best equipped research 
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In addition to diversified Production faci- 
lities, which include separate chemical and hormone labora 
tories, Ayerst maintains complext Quality Control labora- 
tories, also classed as the most extensive of their kind 
in the industry in Canada. 

Ayerst products represent a broad cross- 
section of pharmaceuticals generally available to hospital 
and the medical professions and veterinary professions. 
They include antibiotics, antitussives, ataraxic drugs, 
hormones, and geriatric products, vitamin combinations, 
hematinics, anesthetics, anti-histamines, sulfonamides, 
anti-spasmodic and anti-epileptic drugs as well as a 
complete line of veterinary items. 

The staff consists of 605 persons, broken 
down as follows: 

133 Research laboratories 

45 Control laboratories 

118 Sales department, office and outside 

vee Production 

105 Administration 

83 Service and Depots 


The list includes a substantial number of 


6G "NM Se, and "Bisse; 
8 Doctors of Medicine 
41 Pharmaceutical Chemists (Phm.B. and 


Ph.G.) 





3 Chemical Engineers 
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2 Doctors of Veterinary Medicine 
55 Technicians . 


It can rightfully be claimed that Ayerst, 
McKenna & Harrison Limited should be classified as an asse 
to the Canadian pharmaceutical industry and an asset to th 
economy of Canada, affording employment to Canadian citize 
and making it possible to retain a number of well qualifie 
scientific personnel in Canada 

At this point I would like to make this stat 
ment, Mr. Chairman: we are not boasting about our large 
facilities in research and quality control but are saying 
we are proud we have them here in Canada. We have an adva 
tage. Frosst and Company are doing an excellent job of 
research. Horner are also expanding and doing a very usef 
job there to. We have the advantage because we have suppo 
from our American affiliate to make it possible for us to 
have these facilities in Canada and we would like to let 
people know about it and keep them here and enlarge them. 

My whole point in bringing this history and 
research activity to your attention is to endeavour to des 
cribe what goes into the building of a pharmaceutical in- 
dustry - company - and how extensive research and quality 
control facilities must be an example of what is being done 
in Canada by others as well as ourselves and what we hope 
will be repeated in the future. The following resume of 
research activities will have a few items repeated which 
were eataneed to in the history. This was difficult to 


change as the material was from two sources in our company 
and was put together to bring to you. If you wish I will 
forego reading the 30 years of research. JI would commend 


it to your Committee's attention 
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as I am sure it will be of interest. However, I would like 
to leave with you the role we have endeavoured to fill in 
the industry and our hopes for the future. 

We have been assisting in the building of a 
pharmaceutical industry in Canada. We are looking to the 
day when Canada will be pretty well self-sufficient in 
this area. Every full-blooded Canadian will support such 
a goal - I am sure. 

We are not too concerned about the price of 
pharmaceuticals from Italy or other low income countries, 
but more concerned about assisting the fine chemical 
companies in Canada, producing more and more pharmaceutical 
chemicals in Canada. If these chemicals are available fro 
Canadian manufacture, we prefer to buy them here, even 
allowing for some difference in price over material from 
foreign sources. If not available in Canada, we turn to 
the U.S.A. or Great Britain and deal with chemical manufac 
turers we know and in whom we have complete confidence. 

We can take no chances on materials we buy, 
they must be up to our specifications and we must have a 
guaranteed. continuous supply. 

There are, however, some chemicals made by 
research laboratories with whom we collaborate in Great 
Britain and other European countries, which we may use in 
the manufacture of products, and sell under license. Thes 
are the only sources of the manufacture of these chemicals 
and we are glad to have them for the Canadian market on 
import, until we are in a position to have them made in 
Canada. We are keen advocates of building business in 


Canada to give employment to more and more Canadians - we 
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sell Canadians, why shouldn't we BUY Canadian even though 
the cost may be somewhat higher. 

We are just completing a new Pilot Plant in 
conjunction with our research laboratories costing in the 
neighbourhood of $300,000 to $400,000. 

This plant is necessary to manufacture inter- 
mediates and chemical compounds developed in our labora- 
tories many of which had to be imported made to our speci- 
fications by outside laboratories equipped to perform this 
sénvicep: 

Further quantities were then required for 
studies in pharmacology and finally sufficient to conduct 
clinical investigations if the findings in pharmacology so 
indicate. 

These chemicals will now be produced by 
ourselves and it is entirely within reason that we may be 
able to extend our facilities to manufacture our require- 
ments of these chemicals for the Canadian market. 

An ethical pharmaceutical industry has been 
built in Canada by members of the CPMA over the years. An 
association formed when there were very few regulations 
governing pharmaceutical manufacturing. Perhaps the only 


group of member companies, in an association where they 





actually police themselves to maintain the highest stan- 
dards, An industry whose members are dedicated to the 
responsibility of developing’and marketing the finest 
pharmaceuticals possible, leaving no stone unturned nor 
expense, necessary to insure their potency, purity and 
safety as well as therapeutic efficacy. 


The industry as it has grown with the 
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assistance of its association in the CPMA and what it 
stands for, has gained the highest respect from the CMA 
and from the Food & Drug Directorate, 

It is to our association both the CMA and 
the F & D Directorate turn when matters concerning the 
industry may require discussion, whether it be for assis- 
tance or for the establishment of regulations for the good 
of the profession and for the public, 

We are performing our responsibility as a 
Canadian Pharmaceutical industry of developing a stable 
business with an extensive range of pharmaceuticals which 
we are relied on to supply to the profession, the hospital 
and the public. 

All this is respectfully submitted. If there 
are any questions I can answer for you that may develop ou 
of the research story that might be of interest, I would b 
glad to, 

THE ACTING CHAIRMAN: Thank you for your 
informative brief. We appreciate it. Mr. Rice? 

MR. RICE: Mr. Chairman, the 30 years of 
research, do you wish that taken into the record as read? 

MR, LESLIE: I would hope. you do. 

THE ACTING CHAIRMAN: Yes, 

THIRTY YEARS OF AYERST RESEARCH 
A digest of some of the highlights. 

Soon after incorporation in 1925, the founders 
of Ayerst realized the importance of research in the deve- 
lopment of pharmaceutical products, especially those in 


the biological field, and dedicated themselves to the 





development of this aspect of pharmaceutical advance at a 
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In the early days they introduced a biologi- 
cally standardized cod liver oil, one of the first in North 
America to supply such a product. This meant the establish- 
ment of a biological assay laboratory, and here Dr, A.S. 
Cook and a handful of helpers set up the bio-assay tests 
for vitamins A and D, at a time when these vitamins were 
to all intents and purposes scientific curiosities. 

At this time, the important heart drug Digi- 
talis was badly in need of some method of spaeaewasaatien: 
and a bio-assay on frogs was set up in the Ayerst labora- 
tories to provide a standard product for human use. Subse- 
quently, the Canadian government supplied samples of the 
international standard Digitalis powder, so that uniform 
potency could be guaranteed to the heart specialist, and 
this was used in comparative assays. 

In 1930, Dr. Collip and his associates at 
McGill University reported on their studies on an orally 
active female sex hormone, Ayerst immediately entered 
into this new field working in close collaboration with 
the McGill investigators and made 'EMMENIN" available to 
the medical profession as the first orally active estro- 
genic female sex hormone. 

This meant considerable expansion in the 
laboratory endeavours. The staff and the animal colony 
had to be considerably enlarged, and in addition a control 
laboratory was initiated for concomitant assays using the 
mew chemical method recently developed for estrogens, 


A second hormone product, the anterior 








pituitary-like hormone "A.P.L.' was also made and released 
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isolation and purification in our laboratories, and here 
again extensive biological assays to ensure a uniform 
standardized product were elaborated, This being an injec 
table hormone preparation, a bacteriological group was 
added to perform the necessary tests for safety, and 
sterility of the final product. 

In this period of the 1930's, the Ayerst 
laboratories. were also associated with Dr. Collip and his 
associates at McGill in the preparation, purification and 
assay of a number of different hormones from the anterior 
pituitary gland. These comprise the following hormone 
preparations, gonadotrophin, growth hormone, thyrotrophin, 
andrenocorticotrophin (ACTH), prolactin, and polyansyn 
(total hormone extract). The provision of these prepara- 
tions entailed very considerable investigations to ensure 
clinically acceptable products, and the development and 
standardization of suitable assay methods for determining 
the different hormone activities. Considerable quantities 
of Prolactin were made at this time and its assay required 
a special assay technique using pigeons as test objects. 

In 1937, Ayerst branched into a new field, 
the manufacture of bacteriologicals. 

The first preparation was staphylococcus 
toxoid, prepared and standardized in the new laboratory 
by the methods developed by Professor E.D.C. Murray and 
his group at McGill University. A highly potent prepara- 
tion, this toxoid was well accepted by the medical profes- 


sion, It involved again new techniques of standardization 





of the toxins, of the potency of the resulting toxoid, and 
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its safety and sterility. This toxoid is to this date, 

2\| the most potent staphylococcus toxoid available. 

At this time also, a second bacteriological 
4| project was initiated, one of very considerable extent and 
5] cost. Ayerst entered into the production of antipneumo- 

6| coceal sera (rabbit), the new treatment for pneumonias 

7| developed by Dr. Horsfel (Rockefeller Institute, New York), 
8 and found more effective and less toxic than the older se 

9| from horses, 

10 This involved elaborate laboratory investi- 
11|| gations including growth of virulent organisms, standardi- 
12|| zation of the vaccines, courses of immunization of the 

13|| rabbits, bleeding of the animals to supply the antisera, 
14| preparation of immune globulins from the sera, assay for 
15| potency, and tests for aerobic and anaerobic sterility, 
16||pyrogen tests, and safety of the final filled product. 

17|| Specific antisera (rabbit) for all thirty-two types of 

18 || pneumococcal infections were made available for clinical 
19|;}use, and proved outstanding in human therapy. 

20 In 1938 a group under Dr. G.A. Grant began 
21|| the study, preparation and assay of purified concentrates 
22\|,0f the new "blood clotting" vitamin K discovered by Dr. 

93|| Henrik Dam (Denmark), A standard bioassay method was 

94\| worked out using chicks suffering from dietary to oefieiens 
25| From this work, Ayerst marketed the second Vitamin K prepa 
96 || ration made available for clinical use to combat bleeding. 
27|| Continuing this research, synthetic compounds with Vitamin 
28||K were developed and marketed by Ayerst for oral, intra- 


29| muscular and intravenous use replacing the original Vitami 


30/ K concentrates made from Alfalfa, The use of these 
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compounds has continued over the last 20 years. It is 
interesting to note that Ayerst, McKenna & Harrison 
supplied considerable amounts of an injectable water 
soluble Vitamin K product to the U.S. Armed Services. 

In 1939 because of the replacement of anti- 
pneumococcus serum by sulfapyridine, our research chemical 
group quickly turned to the synthesis of the new sulfa, 
released as "Sulfadine", the first Canadian made sulfa 
drug. Others were then synthesized - "Sulfathiazole", 
"Sulfamethylthiazole", etc. and the data for manufacture 
given over to an outside chemical plant for quantity 
production. 

1939 was also the year of another new and 
what subsequently proved to be a most important developmen 
in our research laboratories. The advent of a cheap new 
synthetic estrogen (Diethylstilboestrol) put the future 
role of the more expensive ‘“Emmenin' in considerable jeo- 
pardy. A new source had to be found to prepare an orally 
active estrogen much more potent than "Emmenin", 

After considerable research, a new source 
was found and methods of extraction perfected which 
resulted in "Premarin". "Premarin" was supplied in a 
potent oral dosage form and became quickly recognized as 
the finest orally active oestrogen hormone available. 
Today, "Premarin" is being used by physicians in at least 
30 foreign markets. 

In the early 50's, a specially purified 
product to be known as "Premarin" intravenous was 
developed for general clinical use as an agent to reduce 


uterine bleeding and later found to be useful in certain 
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other types of hemorrhage, The research discovery and 
development of "Premarin" perhaps holds number two positio 
in the Canadian contribution through research to interna- 
tional medical therapy. Incidentally, research on this 
product and its various components is still very active 

in our laboratories today. 

It should be stated here that no laboratory 
in the world is as knowledgeable about orally active estro 
gens as the Ayerst laboratories. Our scientists have been 
invited to world international scientific conferences to 
present papers on our experience and know-how in this 
field. 

The second decade in Ayerst Reserach saw 
| the development of a combined Pertussis Toxoid Vaccine 
for therapy against whooping cough. 

A new project in the vitamin field was ini- 
tially imposed as a result of wartime emergency. The 
development and production of Vitamin D3 from cholesterol 
by irradiation for use as a vitamin supplement for poultry 
feed. D5 was also produced by irradiation of ergosterol 
supplied as a vitamin supplement for use in animal and 
human nutrition, 

A procedure was developed for the manufactur 
of Methyltestosterone an orally active androgen. 

The bacteriology laboratory developed a new 
Ayerst product, a human cord globulin for clinical use in 
the therapy of measles. This group also prepared standar- 
dized Tetanus Toxoid and TABT in connection with possible 
requirements of the Armed Services. 


In May 1943, as related in the history of 
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1| Ayerst, the research group after reviewing the available 

2| data on Penicillin and their own earlier work, entered thi 
3| field’ as a new Ayerst research venture. Realizing the 

4| urgent need of our Armed Services for the new antibiotic 

5| Penicillin unavailable to them from the U.S. or elsewhere, 
6| Ayerst, McKenna & Harrison offered their services in this 
7| connection to the Canadian Government in June 1943. 

8|| Subsequentily,.Ayerst was assigned the project of producing 
9| Penicillin for the Canadian Armed Services. Connaught 

10| Laboratories and later Merck & Co. (Canada) received simi- 
11| lar assignments. So the initial meagre research in the 

12| antibiotic field became suddenly our major project. Until 
13| facilities for large scale operations in our new plants 

14| could be developed, the Ayerst research laboratories under : 
15| took the job of supplying as much as possible of the 

16| urgently required penicillin, and a study of methods for 
17|| growing the mould, isolating and purifying the Penicillin, 
18|| and the development of suitable assay methods for standar- 
19|| dization of the antibiotics, 

20 This project required the services of many o 
21|| cur research personnel as well as top production engineers 
22|| Research and development of processing, improvement in 

23|| yields and assay methods were constant problems. Every 

24| few weeks in the first year found changes in all phases 

25 of Penicillin production and collaboration ' was fully main- 


26| tained with other Penicillin producers and Government 





27|| bodies! in the U.S. and Canada so that all the new. develop- 
28 || ments were quickly incorporated in the production and 


purification. 


During our research studies on Penicillin, 
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Dr, Von Seemann was able to prepare crystalline Penicillin 


G and this was supplied at the request of our F.D.A. in 


i) 


3|| Ottawa for use as the initial Canadian government standard 
4; Penicillin, 

5 Still .in the antibiotic field, studies were 

6| begun on the production, purification and assay of Strepto- 
7|| thricin and Streptomycin, two new antibiotics just dis- 

8|| covered by Dr. Selwin Waksman, The study resulted in the 

9| production of streptomycin by surface culture, isolated 

10 and purified by our new method and furnished by Ayerst as 
11| the first streptomycin made in Canada and supplied for 

12|| clinical use - which again was referred to in the history 
13|| of Ayerst, 

14 A paper presenting our laboratory results on 
15|| Streptomycin was given at the Montreal Physiological 

16|| Society meeting October 28th, 1946 (Streptomycin, Prepara- 
17|| tion and Properties; G.A. Grant, Ph.D., Ayerst, McKenna & 
18|| Harrison Limited, and Professor Fred Smith, Department of 
19| Bacteriology, McGill University), clinical studies, 

20 An. .anti--blood clotting agent as a result of 
21||Dr. Link's work in the coumarin derivative, was synthesized, 
92|| its pharmacology and toxicity studied and made available 
93\|as 'Dicumarol" for use in cardiac patients following coro- 
24|| nary and other infractions. (The only other supplier of 
25|| this important drug at this time was Abbott Labs.). 

26 Studies continued in 1946 on the estrogen 
271} and other sterols in Premarin and an extensive research 
28 |project was entered into in this field in collaboration 
29||with Dr. Dobriner and his associates at the Sloan Kettering 


30] Institute for Cancer Research, N.Y. These studies involved 
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red and ultra violet spectrophotometric studies, ete, and 
continued over a four-year period. 

At the close of the second decade, the new 
pharmacology department was expanded to enable it to provide 
the necessary biological laboratory data now required for 
F.D.A. submissions on new drugs. This involved acute and 
chronic tests (of long duration) on mice, rats, rabbits, 
monkeys and dogs, and a complete gross and microscopic 
pathology of the various organs and tissues of the test 
animals, Pathology, histology, hematology, nutrition, 
endocrinology, etc. were thus necessary to provide the 
required toxicological data, One of the first drugs so 
investigated was "Antabuse", The new laboratory showed its 
worth when it was able to find that calcification of the 
brain stem was not, as had been hinted, an inherent propert 
of the then new drug "Antabuse’. Because of the nature of 
the "Antabuse" reaction desired in the human patient, a 
tremendous amount of data on the safety of the compound 
was required from the research laboratories. 

Microbiology and pharmacology obtained the 
required data on the solubility and bacteriostatic spectru 
of variovs sulfas, and acetylated sulfa drugs, necessary 
comparative studies in the evaluation of the new 'Thiosul- 
Pane, 

During 1951, and the following year, as a 
result of representations from workers in South America, 

a project in cancer research was initiated. This involved 
the growth of the special mould, the isolation and purifi- 


cation of the anticancer antibiotic, using tumor screening 
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tests developed in mice as an indication of activity. 
Following much study, including the development of a 
method for the production of the product (termed "Bracan") 
in large scale submerged culture ‘tank fermenters’, suffi- 
ecient material was prepared, assayed and sent for clinical 
appraisal, The product in tolerated doses did not show 
marked effect, and due to its cost, further studies were 
abandoned (1953). 

Studies continued in the field of anti-cance 
agents, including the screening of a number of new compound's 
for their regression properties against a number of trans- 
plantable tumors in animals. 

During the following years, a great many new 
medicinal compounds came to our laboratories through col- 
laboration with outside research groups. These compounds 
necessitated extensive pharmacological and toxicological 
investigations in order to determine proper dosage levels, 
toxicity, and therapeutic effects in animals before re- 
leasing the material for clinical studies. This work is 
also required for the preparation of New Drug Applications 
to the Food and Drug authorities in both Washington and 
Ottawa, for those compounds which prove to be of thera- 
peutic value, 

The following are some of the products out of 


hundreds tested in pharmacology which were successfully 


marketed - 
Atravet Riopan 
Coomassie Blue Suvren 
Hibitane Theruhistin 


Murel Thiosulfil 
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1] Mysoline Valan 


2} In addition to the compounds from outside 


§{ manner. 


6} One of the latest achievements of our 


“4 So as the end of the third decade epproaches, 
12| Ayerst has provided a tremendous expansion in its research 
13| facilities, and these new laboratorjes now house a very 

14|| considerable increase in the qualified staff for carrying 
15|| out the many different research endeavours. 

16 In the first ten years the main emphasis was 
17|| on vitamins, hormones, and bacteriologicals, the next 

18|| decade saw antibiotics, and synthetic medicinals added to 
19|| the research projects. The last ten years has seen the 

20 || addition of many new areas of research (involving natural 
21|| products, antihypertensives, analgesics, anesthetics, 

224 antihistaminics, bronchodilators, C.N.S. drugs, enzyme 

231 products, anorexiants, antitussives, antiemetics, tranqui- 
24| lizers, oral progestogens and anti-fertility agents, new 
25} antifungal agents, new antibacterial agents, anti-cancer 


26| agents, etc.) in keeping with the multitude of efforts and 


27 | investigations required today. In addition more extensive 
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laboratories, before the data will be acceptable to those 
entrusted with the ruling on the safety and efficacy of 
new drugs, and before they are released to the medical 
profession for use in therapy. 

In looking ahead into the next decade, 
research projects relating to antiviral agents, agents to 
control disorders of the cardiovascular system, anti- 
cancer agents, and agents more effective in mental disor- 
ders, will undoubtedly receive much increased attention. 
These projects will again demand more facilities and 
equipment, especially they will demand highly trained 
personnel with top qualifications in their respective 
research fields. 

Only in this way will participation in major 
scientific breakthroughs result. 

MR, RICE: Mr. Leslie, I gather from your 
history of the company that has developed relatively 
recently, in other words, from World War II? 

MR, LESLIE: Yes, I would say from the time, 
from the war and post-war, from that moment on it expanded 
for one simple reason, we were able to get the necessary 
capital to do the expansion, build our research facilities 
and prodvetion facilities and develop into associations 
which would be helpful to us and to Canada because of the 
research facilities, You see, in research studies, here 
is what happens, we couldn't have had the arrangement with 
Imperial Chemical Industries, nor with European research 
groups had we not had comparable teams of research people 
working in the same field they are working in so that the 


research information would be expanded at an early stage 
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2882 
and both of us mutually developed the final production, 
MR.RICE: 


Mr, Leslie, could it be said in 
the general observation of the Canadian pharmaceutical 


that correct? 


manufacturing  ndustry as a whole that it has all expe- 
rienced a similar rapid expansion since World War II; is 
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1m 1 MR, LESLIE: I think the big break-through 
2|| in hemotherapy came in just prior to the war. We had a 





very “inve'reat'ing “expertence, devastating if you will -- 
back-in TrotO? “IT think”it°ls mentforned “In the “research 
picture here om page 15--°It had tc do with the “developmen 
of antipneumococcal sera. This was a development of 
Dr “Horerel sof the “Rocker elter Institutesin New York. 

We started in to produce, develop and produc 
@ rabbit sera for treatment of pneumonias to replace the 
old serum from horses which was a rather a difficult thing 
UOAIOUeLLuecausee a tev of réaction; ana s07on, ana che 
rabbit’ ‘serum was more closely allied to the serum in the 
blood of the human, so that there was no difficulty there. 
It proved ‘to be’a very effective treatment Tor ’*pneumonias. 

At the same tinie Ledérles were doing the 

same thing in the United States; under Dr. Horsfel's 
development process, developing the rabbit serum -- 3e 
Gprrerens Cypes. finished 


we had it ready, on the market, 


and after two year's work -- almost immediately the 


Sulfapyridine appeared on the scene, the first of the sulf 
and we had to really close up the whole operation as far 


as the rabbit business was concerned. Our rabbit barns 
and all the material we had kept and so on -- it went down 
the drain because the sulfas took over. 

Following the sulfas, ‘came the penicillins, 
and that is where the big break-through in the whole 
industry came. There is no question about that. 
MR, RICE: What I was trying to establish, 
compared to other industries that have a slow development, 


this rapid expansion is a feature of the drug industry? 
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MR. LESLIE: I don't think we are alone 


and so on. War seems to bring out the necessity to 
develop a lot of things, and I think from that we had our 
share in the pharmaceutical industry in the explosion, 

if you will, of the whole industry the same as you find 
in any other manufacturing industry. 

MR, RICE: Would it be your observation that 
there would be a similar amount of competition to get in 
on this bandwagon, if you want to call it that? 

MR, LESLIE: Yes, competition, certainly. 
When you go back to the earlier days of what we call the 
pharmaceutical industry -- incidentally, i wonder if any 
of you gentlemen read this book of Mr. Mahoney, "The 
Merchants of Life" -- retired public relations and ad- 
vertising executive -- and he went back and picked up all 
the old companies that started in in the pharmaceutical 
industry back in the years from 1880 to the 1900's, and 
found that every one was either started by a doctor or a 
pharmacist to try and produce a better product. 

Well, that is the kind of thing that started 
in those days and kept on going and improving, and more 
in the field of better pharmaceutical products,if you will 
petter edministration and so on, until we got into the 
1930's, middle 1930, when hemotherapy came in, and these 
other things. 

At that time if the companies in the 1930's 
did not have the research facilities and the scientific 
personnel to be able to handle the new hemotherapy and 


antibiotic things, then they were left by the wayside, but 
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Does that answer your question? 

MR. RICE: I understood from Mr. Robinette's 
introductory remarks that your company had been contribu- 
tors to the compilevien” of Mrs Bitcle? 

MR. LESDUIE: -"yes*: 

MR, RICE: Have you read Mr. ‘Little's 
compilation? 

Me, Leos: ress 

MR. RICE: Does it appear to be in line with 
your operation? 

MR. LESLIE: Pretty well’ in line with our 
operations. 

MROY RCRA Extbensi've rescarenh wna s-tarrie 
on at your plant, what’ percentage <-= 

MR. LESLIE: "Tt would’ tell” you’ this:+" The 
percentage of research -- I don't mind telling you this -- 
it runs in the neighbourhood of 84. That is only possible 
because, as I said before, we have the support of the 
American affiliate; otherwise we just could not do it. 

MR. RICE: And your’ résearch' benefits are 
available to your American affiliates? 

MR, LESLIE: Absolutely. 
MR, RICE: And they use your research? 


MR. LESLIE: We work together as a team. 


29 what used to be a subsidiary of the Canadian company is 


now ~- it is like the tail wagging the dog, but we work 
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closely together on research and even control; a lot of 
control work. 

MR. RICE: Your company has a price list of 
all its,products,it, produces? 

MR. LESLIE: «.Ye@s< 

MR, RICE: And has your price list of your 
products changed in the past two years? 

MR. LESLIE: The :past.two.years?., Well, ther 
is always change. Mainly in the antibiotic and the in- 
jectable penicillin and oral penicillins and combinations 
of penicillin and sulphas. 

Apart from that there has been minor changes 
but none on the upside. 

MR,»RICGHE:,.All decreases? 

MR,» LESLIE: All-deereases. 

MR, RICE: Can you give the Committee any 
Oopinion.as to what would cause the decrease in prices? 

MR, LESLIE: Mainly competition. 

MR <sRICEs..Have,there been,substantial 
decreases in prices or just gradual decreases? 

MR. LESLIE? 4 Well, there has beenniln, some 
instances quite substantial. Again, especially in the 
penicillin field, but the others have been minor. 

MR, RICE: -«With,sregard, to,penieillin, is 

penicillin being manufactured in Canada now? 

MR, LESLIE: We.are the only people manu- 
facturing. We are doing all the work of the manufacturing 
after the first intermediate is taken from the fermentation 
We bring it in from the United States. When Merck closed 


up, we buy from the United States. 
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The greater part of the penicillin productio 
is after you get your first concentrate from the fermentatipn. 
3 That igs when we start in and follow through all the 
different sulfa penicillins, if you wish, and crystallize, 
Sl and so on. This we have explained to the Department. 
Excise knows our whole operation as far as what goes on 
an the manutactvure or penieriain. 

MR, RICE: What is this concentrate from the 
fernentation? Was that manufactured in Canada at one time? 

MR, LESLIE: “Which? 

MR. RICE: This concentrate that you import, 
was that manufactured at one time in Canada? 

MRe*LESTAES Merck *manuractured” tc .~’in@the 
fermentation of penicillin,an antibiotic, they take their 
first concentrate out of a fermentation as a certain salt, 

and then from there they go on anc elaborate what was 
necessary in the chemical reactions, and so on, to produce 
the final product, purification and crystallization and so 
on, Tpyat was made by Merck here in their Valleyfield 
OperTrauiLeon. 
MR, RICE: Streptomycin, is it manufactured 
un Canada + 
MR, LESLIE: No. When Merck closed up the 
Valleyfield plant, streptomycin production stopped. 
MR, RICE: Your company still markets it? 
MR, LESLIE: "Yes. 
MR, RICE: What is your name for streptomycin? 


Under what name do you market it? 


MR, LESLIE: Streptomycin, and its combina- 


tions. We have streptomycin with penicillin, which we cal 
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Fortimycin.» I'believe. that is the trade name. 

MR. RICE: I believe, Mr. Chairman, the 
brief of Mr. Leslie has covered the field as far as Ayerst 
is concerned, unless the Committee have any questions. 

THE ACTING CHAIRMAN: Have any of the member 
of the Committee anything to ask Mr. Leslie? 

MR, BOYER: In Mr. Leslie's presentation 
he mentioned in earlier times that his firm was associated 
with universities in research. I was wondering if that 
applies today. Are you associated --- 

MR ~ SLES IT EY +hfes-- wet Peery 2) +" Tames *have 
changed. We tie in with one university project after 
another. We still do some work with McGill, and it is 
different today because we, in our own research laboratories 
have a definite purpose. I mean we have a different team 
doing a definite thing. 

In the university projects we try to pick 
out something in the university that we are interested in, 
and have them go ahead and do some work on their own, whic 
is useful from the post-graduate standpoint, assisting 
their post-graduate students, and the money goes to help 
the whole cause. 

MR, BOYER: The bulk of your research is 
@one by yourself? 

MR’, “RESLIESS YessMat must be. We have our 
hands full there right now. 

MR. BOYER: Is that general throughout the 
pharmaceutical industry? 

MR. LESLIE: No, [ think it is -- some 


companies would have quite a bit of research going on in 
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research if they don't happen to, have research facilities 
available. 

MR. BOYER: From a business point of view, 
which would be ideal, to have your own laboratories doing 
your own research or having a university doing the work? 

MR. GESLIES Tebeink “1b ots at mixcures? «1 
don't think you can say. From an economic standpoint, yes 
I think doing research in your own premises is the 
preferable one, but you never know when somebody in a 
university at a lab is going to hit something, and it may 
be the opening wedge to some new development that we or 
somebody else may be interested in, and they work together 
I think that is the best way to say it. Any research done 
in universities and in hospitals and the industry, they 
have a place, they fit together in some way. 

MR. BOYER: You might take some development 
in a university laboratory then and continue it in your 
own laboratory? 

NMR. LESLIE: Right. You see they may not 
have the facilities that are necessary. That is one reaso 
why I would like you gentlemen to come down and see Mr. 
Frosst's place and ours to let you see the type of equipment 
and people that are there that is necessary to carry on 
research in this exploding industry. 

MR, BOYER: It is a very appealing invitation, 
Mr. Chairman. Thank you, Mr. Leslie. 

MR. BRYDEN: Mr. Chairman, I would like to 
ask a few questions. If I heard you correctly in answer 


to one of Mr. Rice's questions, I believe you said something 
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1| to the effect that the major price decrease that has 
2/| taken place has been in relation to penicillin? 

3 MR, LESLIE: Penicillin and penicillin 
4|| products, yes. 

5 MR. BRYDEN: Penicillin is one of the few 
major drugs now in use on which there is no patent; is 


that correct? 


There is one type of streptomycin that is patented, and 


the others are not. 





MRA BESTIE-S?e Yes 3 Streptomycin, the same, 
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MR. BRYDEN: Do you think that the fact 
that there are no patents was a factor in the very sub- 
Stantial decrease in prices that have taken place over 
the years, and the fact that the prices seem quite low? 

MR en LESLIE: Nosi-dontt.and:eould gorback 
into this up to my ears. About the time of the Korean 
War when we were asked by the Department of the Director 
General of Medical Services if we would be in a position 
to,supply sufficient penicillin in case, the Koréan war 
broke into a world conflict, we asked them for their 
estimate of what they thought they would need and told 
them, frankly, that it would be impossible unless we 
doubled our capacity. 

At that time we, Mr. McKenna and I, were 
travelling around Ottawa trying to get somebody to say, 
"Wwe will get you a priority so that you can go ahead and 
build". I don't mind telling you it was a big decision 
to make, At that time’ [T remember ‘that ‘inc the United State 
they were turning thumbs down on expansion of penicillin 
plants incthe United States, for this reason, that the 
United States had moved out into export markets, where 
they. could not get United States dollars, and had set up 
penicillin plants either on a local basis, as far as 
ownership was concerned -- at any rate, they set them up 
at the same time they were increasing their production 
in the United Stated. 

As soon as these new penicillin plants got 
into operation, their markets were cut off from export as 
far as we were concerned and the United States, and still 


they continued to increase their production in some plants 
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in the United States. I know of one large plant that was 
all set up to go, and.they just *“closed"it "up*and .never 
even turned a wheel in it, because they were ready to 
produce penicillin but- the export market had taken over. 

When that happened, the amount of penicillin 
running out of everybody's ears was terrific, so the price 
just went right down like that. In some cases it went 
down to the point that it was sold below cost of loading 
inventory, and during the same time as we were negotiating 
§o%get *privorlty «to “bulld “our extension ; 

Through’ rthe help of some of our affiliates 
we were able to reduce or improve the recovery onupeni- 
cillin by almost double in something like six months. 

If we had known that, we would never have 
rieéedednto enlarge the®*facilities. The thing was, because 
of the improved* production recovery and all \this*extra 
building around the world, penicillin was just like sugar. 

MR, BRYDEN: Doesn't that more or less -- 
your explanation of your answer seems to me not to support 
your answer regarding patents. 

MR, LESLIE: The patent had nothing to do 
with that. 

MR. BRYDEN: There was a great increase in 
production and facilities and naturally improvement in 
methods. 

MR, LESLIE: You see it was a wartime 
situation and everybody was into it as long as they had 


facilities and personnel to do it. 
MR, BRYDEN: So everybody was in it, so 


prices started to go down, didn't they? wouldn't that be 
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a fair conclusion? 

MR. LESLIE: There are two reasons, one 
is increased recovery in production -- 

MR. BRYDEN: Oh yes, the improved method 
would naturally be bound up in it. 

You stated that your company spends 84 of 
its sales revenue on research? 

MR. LESLIE: Right. 

MR. BRYDEN: Which I judge would be sub- 
stantially higher than most companies in Canada. Would 
that be a fair statement? 

MR. LESLIE: No, I think that if you: take 
into consideration the research that some of the companies 
are charged for by the parent company, it would fit pretty 
well into that picture. 

MRQUBRYDEN: The figure for the average is 
3.8 including what they are directly charged with, and 
your 8% is in that average? 

MR. LESLIE: Yes, but'the majority of the 
people that answered that question are less, 

MR. BRYDEN: So that actually the average 
comes about from some companies doing substantial amounts, 
such as yourselves, being averaged in with others that are 
doingulittde or none? 

MRS LESGIE: That is right. 

MR, BRYDEN: You gave us your percentage on 
research. Would you be inclined to give us also your 
percentage on promotion? 

MR, LESLIE: Our promotion is pretty well 


inadtne with Little's figure, maybe a little less, but I 
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am not prepared to tell you how much. However here is 
an interesting thing, since you brought that up. 

Two years ago when there was so much 
criticism about direct mail advertising, we decided we 
could cut back partly, which we did and then last year 
we practically cut it out. It would be of interest to 
you to know that we saved about one and three-quarters per 
eent” on otir’advertising: 

MR’, BRYDEN: On your’ which? 

MR LESLIE :* By» the’ di vect’ madi ,¥*by“cutting 
out direct mail. 

MR. BRYDEN: You save one and three-quarters 
per cent on what? 

WRRe LESLIE® ‘OrPour advertisinget’» n+ otner 
words if advertising was, say, 10% of our sales dollar, 
then by cutting out the direct mail, that was cut down to 
about seven and one-quarter, no, eight and one-quarter [I 
should say, about one and three-quarter per cent was saved 

MR. BRYDEN: But it was not one and three- 
quarters per cent of your advertising, but one and three- 
quarters per cent of what was taken out of your advertisin 
EL aN? 

WRe LESLIE: Yes, taking the’ sales dollar, 
if you have ten, this would be one and three-quarters per 
cent of the sales doltar. 

MR, BRYDEN: Did you find any significant 
effect: on’ your’ sales? 

MR. LESLIE: Yes, we lost business. 

MR. BRYDEN: You lost business by doing 


that? 
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MR, LESLIE: Yes. 

MR. BRYDEN: Because everybody else was 
carrying on with that, I suppose? 

MR. LESLIE: Well, it explodes an idea that 
has been thrown around and accepted. This idea comes from 
a few people, I think these people that have spoken about 
direct mail advertising are not actually speaking for the 
Canadian Medical Association. They are speaking for them- 
selves.» Sure, ,werall get lots of mail, so much we, just 
can't possibly handle it all, and some of it trickles 
through. If 15 or 20% of that trickles through, it pays 
off. 

MR, BRYDEN: So as far as direct mail is 
concerned, a company would engaged in a substantial pro- 
gramme in the hope that a small percentage of it might 
have some impact? 

MR. LESLIE: Yes. Some companies use more 
direct mail than others. If we knew a better way to do 
it, we would love to be told. 

Detailmen, journal advertising, direct mail 
are the three avenues we have, and I think anybody in the 
pharmaceutical industry would say that the detailman, 
properly trained, is the finest contact that the medical 
profession has to get information about drugs. 

Direct mail is a reminder and is a means of 
getting to the doctor some information you want to get 
there in a hurry, and reprint containing valuable informa- 
tion you want him to have on his desk, and then the journa 
advertising is of assistance as a reminder, more or less 


announcing that this is being done or this has been developed 
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and it is avaitapleysand: sovon,. 

MR. BRYDEN;: You mentioned’ reprints. ~Tnhey 
have been mentioned before in this enquiry, and I would 
Say they appear to me to be in most cases a very useful 
form of communicating information. My information is that 
reprint actually constitutes a very small percentage’ of 
direct mail promotion, is that your experience? 

MR. LESLIE: No, I would not say it is small|, 
{tcelseasvery juseful «thing ubecause yafter you have done 
the clinical work by reputable men and they have done this 
clinical work and have edited their report which can 
appear in the medicah (journals , from that’ we ‘carr-do “reprints. 
It is authentic and shows the work that has been done, 
and, 411,:0f;.us, like to get: hold of ‘those ‘reprints tio hand 
on to the medical, profess ort 

There. again, 1f some of those: are thrown 
away in the waste paper basket, it is too bad. They are 
valuable information, 

MR. BRYDEN: Ihave no doubt they are, 
except as [I said from what I have sseen, the?’ doctors have 
Shown there were not very many reprints being sent. 

MR@ LESLIB®: Youecan(trhavé.reprints in 
every mail. 

MR. BRYDEN: No, you probably don't get 
artiehescinteveryemail. 

MR, LESLIE: No, and it is only now and then 
you have a product that you are developing and planning 
on getting yato the market and so on. 

MR. BRYDEN: Your company markets the 


products called Miltown, does it not? 
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1 MR. LESLIE: yes. 
2 MR. BRYDEN: Which is your name for mepro- 


3], pamate? 


4 MR. LESLIE: Yes, meprobamate, that is 
Si right. 
6 MR, BRYDEN: Do you advertise that extensively 


7 in the medical journals? 

MR, LESLIE: We advertise it periodically, 
Yecrus say, in medical journals, yes. 

MR, BRYDEN: Do you advertise it as being 
non-addictive or suitable for prolonged therapy? 

MR, LESLIE: If there are any holdbacks on 
this, yes, they are in there, let me tell you that... OL 
have not seen our Miltown advertising for some time. 

MR. BRYDEN: You did at one time, I know, 
advertise it that way and the parent company did too. 

MR. LESLIE: It is a very mild tranquilizer 
with very few, if any, side effects if it is used within 
reason, 

MR. BRYDEN: Your parent company is America 
Home Products? 

MR. LESLIE: Tnat is right. 

MR, BRYDEN: Is that the company that either 
directly or through a subsidiary put on the market 
a product that used to be known as "Carter's Little Liver 
Pires 

MR, LESLIE: No, you are getting that mixed 
up with the Wallace Laboratories which is the research 
part of Carter's. Carter's, sure, but TI pelieve that is 


one of their old products in the proprietary field. 
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MR, BRYDEN: 
of companies? 

MR. LESLIE: 

MR, BRYDEN: 
handled Miltown? 


MR. LESLIE; 


Leslie 2898 


But they are not in your chain 


No. 


Aren't they the people who 


Yes, they are the: péople ‘that 


discovered Miltown, Meprobamate, in their research 


laboratory. 
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MR. BRYDEN: This same product is marketed 
Equanil? 


under a number of other names, is 16 not? 
MR. LESLIE: Equanil Wyeth, yes. 
MR. BRYDEN: Is there any difference between 
the products apart from the difference in name? 

MR, LESLIE: Between Equanil and Milltown? 


MR. BRYDEN: “Yes, 


No, they are the same source of 


MR, LESLIE: 
supply and our specifications which we obtained from 


Wallace Laboratories and the specifications and the material 


to start off with and the way it had to be handled to pro- 


duce it satisfactorily. 
That was given to Wyeth as 


MR. BRYDEN: 
well, they operate under this? 
MR. LESLIE: Yes, 
MR. BRYDEN: What about tranguiline? 
MRG LESLIE: isNop LI forgetowhochave itehere; 
All we 


We know nothing about that. 
You see, meprobamate is a 


that is different. 


know is what we do ourselves. 
rather interesting situation and this again might explain 
When meprobamate was first intro- 


something to you folks, 
duced into Canada as a comparatively mild tranquilizer 
under the brand name of Equanil and Milltown there was no 


regulation to prevent its purchase over the counter, 
gained wide acceptance by the physician because it just 


seemed to be what he wanted for a lot of these mild anxie- 


ties and mild nerve conditions and he prescribed quite a 
bit of it, The sale grew by word of mouth and you could 
buy it in the drugstores so the sales got out of hand as 


far as self-medication was concerned. 





About that time 
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the duplicators saw a fine lucrative business to get into 
so he took steps to get the chemical for the tablet made 
and sell the retail druggist at lower prices than the 
brand name product, to try and get some of that business, 
About that time the Food and Drug Department of the Canadi 
Medical Association was concerned about the indiscriminate 
use of these meprobamates as well as other mild tranquili- 
zers and decid to havea regulation. Tranquilizers were 
put on prescription and right away the duplicator's sales 
were stopped in the drugstore because he was unknown to 
the physician, the physician was not prescribing his pro- 
duct so he had no place to sell it. I might say this; that 
the industry was wholeheartedly behind this kind of move 
against the indiscriminate use of this because we just did 
not ddkesit.s« Asa’ result the duplicator had to find 
other places to sell his material and he approached Govern 
ment agencies and hospitals on a lower price basis and the 
prices kept going down lower and lower to the point that 
we could no longer compete on tenders for Government busi- 
ness with the quality product we had. 

MR. BRYDEN: The duplicator had the effect 
of bringing the price down, did he not? 

MR. LESLIE: For the duplicate product but 
not for ours, '‘This is not a question of just getting 
some material and getting a tablet and throwing it outy 
we go through the same meticulous care for Milltown or 
any other tablet we put through and there are literally 
hundreds of tests before it comes through and goes out, 
Ityhageto be put together, moisture, heat and everything 


else comes into the picture all the way through and we 
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inmave aduality product. We lost some business, sure, but we 
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Pa 


30 


are happy to rest on the business as coming from hospitals 
and doctors who know the product, have confidence in it 
and are willl 2 'tolpreséribenit, 

MR, BRYDFN: However, the duplicator has 
managed to make significant sales to Government agencies? 

MR. LESLIE: Yes. 

MR. BRYDEN: Would you say the Géecmntent 
agencies are now buying an inferior product? 

MR, LESLIE: I won't say that but I will say 
this: the Government agencies have no way of properly 
testing drugs. They have a test by a simple final test of 
drugs for potency but that is not enough, The only proper 
place: te vcontrobrardrug ds to jouilé ‘quality “into -1t' through 
the process as well as the final product. 

MR, BRYDEN: The Food and Drug people also 
inspect plants? 

MR. LESLIE: Not as much as they would like 
CO. 

MR, BRYDEN: I agree with that but if these 
products were supplied to the Federal Government agencies 
presumably the Food and Drug Directorate passed on them 
for the agency concerned, Is that not the situation? 

MR. LESLIE: Well, they have arrangements, 
they have somebody in Ottawa test the drugs no matter who 
they come from, they run them through this test. 

MR. PRICE: Sort of an independent company? 

MR. LESLIE: No, it would be within the 


Government. 


MR. BRYDEN: As I understand the Food and 
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Drug Directorate itself tests batches that are sent to 
F.D.A. and so on and passed on them and rejects them if 
they are not up to scratch according to their standards. 

MR. QESLIE: hates right indeu seejelim 
Bryden, i would like to say this, that we are not spending 
money on quality control for fun, not for one minute. We 
are spending money on quality control so we can sleep at 
night. This is just the same as going back into a drug- 
store where we make doubly sure, and let us not sell the 
druggist short, They make doubly sure that they know what 
they are doing and all about the dosage before tney let 
that prescription out of their hands. In many instances - 
I can well remember being in dispensing in the retail 
trade here in Toronto and if you get a prescription and 
you take all the things you are going to use for that 
prescription and put them on the dispensing counter. Afte 
you have hauled out all the things, all the ingredients, 
you double-check them and leave them there for somebody 
else to check the stuff that you have put in to eliminate 
every possible chance of human error. 

MR. BRYDEN: There is no doubt in my mind 
as to the kind of quality control that your company under- 
takes, I am quite satisfied that it is of the very best. 

MR. LESLIEt¢ne It isinecessary. 

MR. BRYDEN: And it is very likely necessary 
My one interest is to see that we get adequate quality 
control in the manufacture of all drugs in Canada, lL 
think that is a rather important thing. Why would it not 
pe sufficient or perhaps even preferable for you to 


market meprobamate produced by Ayerst, McKenna? Why do 
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relates neither to the name of the drug nor to the name 
of your company? 

MR. LESLIE: No, but it is known in Canada 
Milltown is meprobamate Ayerst. 

MR, BRYDEN: It has gotten to be known 
because of a large promotional campaign? 

MR. LESLIE: Yes but the Milltown name was 
promoted before we got hold of it as far as medical 
journals and so on, That is why we went into it. 

MR. BRYDEN: Well, in other products do you 
use similar trade names that are apparently unrelated 
either to the name of the drug or to the name of your 
company? 

MR. LESLIE: In many instances. Asa 
matter of fact, there was quite a large amount of thinking 
given to these trade names years ago that the trade names 
should not indicate what it is to be used for. 

MR. BRYDEN: Why not? 

MR. LESLIE: Well, because it would be an 
indication to the public, if it got to the public them- 
selves, what it was to be used for, In other words, adver 
tising in a trade name that did not get very far but it 
was in the thinking of some of the authorities that that 
should not be done. A trade name is just a simple way of 
putting what we prefer to call the proper name - generic 
is just a tag that has been put on the proper name - to 
put the trade name covers the generic name if there is a 
generic name and the company name, 


MR. BRYDEN: It does not relate’ to either, 
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that is the point I am 
heard it suggested here, that this is of assistance to 
doctors but it seems to me it is likely to be confusing 


to them if anything when you have the same product or 
essentially the same product with a series of trade names, 
none of which suggest the proper name of the product. 

MR. LESLIE: It is confusing, true, but I 
will tell you something else which I am against; duplica- 


Duplication of products? 


tion. 
MR. BRYDEN: 
Of the same product. 


MR, LESLIE: 
Well, as I understand it that 


MR. BRYDEN: 
is quite a problem in the industry and perhaps may be a 
Another thing should not 


factor in increasing costs. 
MR. LESLIE: Sure. 
be forgotten and that is there are only a certain percen- 
tage of products that can be properly qualified under a 
if you have more than one ingredient you 

A proper name or generi 


proper name; 


cannot have a proper name for it. 
name is only used for the single ingredient product, any 


combinations you have to put in the generic names in the 
formula and you would have a long label as far as the 
brand is concerned. 

Mr. Rice raised a question with 


MR. BRYDEN: 
you about the rapid expansion of this industry since World 


I read an article in Fortune some time ago, the 


War II, 


effect of which was that the expansion has proceeded in 
surges, shall I say, that every few years there has been 


in the past few years major breakthrough, when the major 


breakthrough occurs there is a big increase in profits 











#OES . of{fLeod .QT.J OS 8 S2UOHSMOTe .eUDMA 
CARATHO .OTHOHOT 










svei 1 .om ot amese TIT. .ts satdten ms I tatogq ont at tsdt it 






ot somstelteas to at elnd tent .ored bedeemave dt breed |e 


aflasince ed ot yLleowif af dik om ot amsse tr sud exodoob |'t 






















to touborg smsa edt even voy new antdives It meds oa h 
.2omen shsrt to goltoe s dittw douborq emse soit vilstineaes le 
»touborg ens lo omen teqorq oft tassnue dotdw to srion 9 

I gud .ourd .pttavieos at JI :81dead . AM ix 


-~soifqub .daniesas ms I dotdw sefle zntdtemoe voy [let I[itw \8 





nolt j 

TYesouborg to moldsotiqud <:WACYHG . AM e 
vouborg.smsa ef¢ tO s810eas0 AM itn 

dadd tf basterobay I es .filoW :WaCYAd .AM St 





8 9d ¥sm aqsdreq bas yitewbnt sft mt mefderq 6 ettup at ier 
~ateoo gntassront mt rodost Ip 
goa bivode anid? werldonA ex <<a . AM éi 


-asoisg amisiies s yfno ors sieadd et tsAd bas notton rot od lat 
| 


8 tehbas bettifsyp yineqorg ed mso jsdt atouborg to eyed | Vi 


yoy daelbergit ome’ asid stom sve voy Wt 2oMmsm rogortgd | St 


——— 


yas ,Jouborg dnotbergat slante sit sot beey yino et omen ioe 


| 


| 
| 
| 
fuste2 to omsm teqorg A  .tk vot sso r9qoTg 8s svsd tonnaso a 
edd at egomsm olvensg odd nt tuq od evsd voy enotssntdmoo BEN 
sit es tst es Ledsl snof s svenm-bivow voy bas siumret ice 
| .betmisonoos et brrstd | Es 
ditiw nokiasup s besatss sot ,1xM  :VEdCYAG :AM la 
bivoW sonta yitesbat etdd Io notensgqxe biqer oft duods yoy | es 


ont ,CZ5 omit smos snuti0l mt efotits as bser I «ID xeW las 


ni bsb>sess01g esd aotansqxe sit tsdt asw notdw to testis | te 
{ 
assd esl otedt eissy wet yreve tedd -.yee I fisre eog we | ins 
to{smt edd nedw ,dguordinserd robsm erssy: wet i a rt Lec 
“nee 


ft 


—adtterg at nemtont bei 8 ‘ak oterty } eub00 dguondibiss td ; [08 a 





D 


lt 






wt 


li 


ANGUS, STONEHOUSE & CO. LTD. Leslie 2905 


TORONTO, ONTARIO 


vi 


particularly for the companies that get in on it. Then 

the market sort of shakes down as more and more try it and 
| find ways of moving in on the bonanza and the profits 
decline as promotional costs go up. Does that conform to 
your experience at all? It has been some years since there 
has been what you might call a major breakthrough in this 
industry and as I understand it profits have been going 
down in the United States. 

MR, LESLIE: Possibly the easiest way to 
explain that is this: if you have a product and somebody 
has a patent on it, they have developed it and you have 
three or four more who get in on the bandwagon as soon as 
this man has started. In other words, he has estimated 
what the market is going to be. from every kind of yardstic 
you can use and he determines that the market is going - 
he should be able to get this much out of it because of 
thie toornditwon tittls woing tore nrsed.in, whether or not 
there is competitive product. and how much better this one 
is than others and so on. However, he has decided this 
and he starts in and his estimate is pretty good, he is 
going along, he is getting more and more business and he 
sets his whole operation on the basis that if he does get 
to the point he is going to make some money but somebody 
else sees that it is being well accepted and at no cost to 
him can come in and move in and cash in on this new pro- 
duct. Now, if you have three or four people getting into 
it and spreading the market into four pieces, there is 
| going to be more promotional expense, there is no possible 
chance of the original man being able to take all the 


business and get his production and he cannot reduce his 
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price till he is caught in the middle. He can only go so 
far and after he has widened his production he could lower 
his prices but today in many instances that has not been 
possible. 

MR, BRYDEN: I understand, of course, that 
this process goes on throughout the industry that if some- 
body has something which is doing well, one of the advan- 
tageous developments is for another company to get a 
Slight. variation of a product and put it out probably as 
improved or represented as such under a different name. 

MR. LESLIE: True some companies will put 
out a product which is just a little bit better than 
another one but have a wide difference in effectiveness so 
he is not going to spend the money to promote or put a 
product on the market. 

MR. BRYDEN: If you then persuade the doctor 
it is better that is worth the money. 

MR. LESLIE: He has to have more than that. 
You cannot tell a doctor today something that you cannot 
substantiate and get away with it, 

MR, BRYDEN: I understand that. 

MR, LESLIE: Some have tried it but they 
will fall by the wayside. 

MR. BRYDEN: I think it is not that easy to 
disprove the claim. _A doctor does not have a wide enough 
range of cases, he is not in any case a clinical inspector 
to really assess on the basis of his own experience, 

MR. LESLIE: But other clinical work being 
done in other places, the result will show up and come to 


his attention, This sort of thing gets around, 
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1 MR. BRYDEN: I read statements by people 


2| whose qualifications seem pretty good to the effect that 


io) 


when the clinical investigations are held it is frequently 


4||determined that the discovery of the original product was 


wm 


not probably as good as the others that were put on the 


n 


market and represented as better. However, that takes a 

7| couple of years to discover? 

8 MR. LESLIE: It sometimes takes a couple of 
9| years for medical investigation and --- 

10 MR. BRYDEN: In the meantime, they may have 
11 made a very good harvest. 

12 MR. LESLIE: No, if we want to go on the 
13||market with a product we are sure with clinical investiga- 


14] tion that it is going to do a job. 
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MR, -BRYDENs Do you. mean to say-that gil,of 
294 peeaenl enim the ethical field have thorough »-chemicad 
investigation before they put products on the market. 

iB, (BESLIEG+ Everyetirn thaehas: thesfacqi hig 
Gkhes ya04G@ proper chemical investigation in the field. 

i am speaking of larger firms and smaller ones too who 
may ig6% information from somebody else, . They aregoing 
ej yee tawfiulimesure the stuff.is right before it »is onthe 
markets -If it has been a product that has been proven 

by somebody,-else and they go on the market with it tnat is 
@ idbfiferenh rmatten, 

MR g@2BRYDEN: That would mean that they would 
probabby ica. bs 

MR @iLESLIE:, I-amespeaking of newedevelop- 
nents twabchrwill omly come from research groups. 

MR .JBRYDEN: A genuinely new product, but 
we get the’ question of the Ais Jeans am + lle a 
Galnktahey calheltrin- the industry, they may nave some 
modifieations,from»the original new product. Are they 
thoroughly tested? 

WR. (EESLLE:-Pheyyare thoroughly tested, 
Keaedkmehtsey Lf “theepeéople that are putting out that modificavi 
if they are not thoroughly Ssatletiled witht they are 
neOdrmotug sterbake the chance, 

MR suBRYDEN: <Itvwould take them tworyears 
posstely toifbndcout for sure; they might-as well not put 
bir cOutstif the tie neoling to take two years ‘to .get on’ the 
market established by the new product? 

MR. LESLIE: De wouldn't ctake hateJ one to 


defiimicely find out the difficulties. If there is a 
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certain side effect which has been shown in the original 
clinical work on item number 1, when item 2 comes along it 


is very easy to go back and find out that information as 





to the side effects, if it has been eliminated in this new 
derivative. 

MP. BRYDEN: Here is an extract from an 
article by Dr. Charles D. May im the journal of medical 
education, January 1961. The publication I have in my 
hand is called Consumers Report. This particular article 
is quoted here "For the past three years major pharmaceu- 
tical companies have been engaged in a competitive struggl 
Go increase the sales of their particular brands of 
antibiotics by a confused and misleading barrage of 
promotion, The mee Fixit effect on doctors was to con- 
fuse them and to lead them to believe wonderful new drugs 
were available and that minor differences in blood level 
and the rate of absorption are significant therapeutic 
advantages, The untrustworthiness of educational material 
employed to promote basic drug products is not peculiar 
CO antibiotics, Similiar disregard for the available 
evidence and for the authorative opinions can be seen 


i and so on. There are other quotations 


frequently -- 
from other articles complaining about the number of varia- 
tions that are put out.and by experience doesn't seem to 
have any marked superiority and the only effect is to 
create a situation of confusion of the multiplication of 


products that the doctor, the average practitioner cannot 


properly assess. Would you comment on that? 
MR, BOYER:: What is the article you are 


reading? 
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MR. BRYDEN:: This particular one by Dr. 
Charles D, May. It-issan article called "Selling Drugs 
By 'Educating' Physicians", It appeared in the Journal 
of, Medical Education for January 1961. Dr. May is des- 
cribed as . eminent pediatrician, editor of Pediatrics, 
the official journal of the American Academy of pediatrics 
and Professor of Pediatrics at The New York University 
Medicaid) School, 

MR. BOYER: « It is): an opinion, asra matter 
pfivtiact, Hden'todt? 

MR. BRYDEN: Rather authoritative. 

MR. LESLIE: Mr. Bryden,« I would say this, 
that the doctor if he is not sure what to use he can get 
the proper information by asking for it. If there is 
an odd case this isthappening; iteis not genheraly. It us 
not from a confusion standpoint. It has been in an 
endeavour to give them something in their hands. They 
have been working at it. Iteds the differento product 
beingiused given average levels thatwthey need3nol[teis 
an easy matter to make a broad statement like that, but 
if it is confined -- if he had named the companies and so 
on it might be more to the point. You may have one here 
and there, theyfaré’ only:human. “They may have -- from 
their inv2stigation’and'so oniitcis shownothat thereis 
anposstbibity itvis going to be-bétter, ouTheychaven"t 
assured themselves fully. That kind of thing may crop 
up. “Again I say the people that have reputations at stake 
building it over the years are not going. to take any chance 
On coming along with some half-baked idea that is better 


than what another thing isorisa little better. They must 
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have a real reason to spend the promotional effort. 

MR. BRYDEN;: The reason to spend the promo- 
tional effort normally in business is you expect to have 
a profit. 

MR, LESLIE: Yes, but in this businss you 
Sre..u promotional effort to build business on a product 
you are satisfied is going to be usefulto the medical 
profession, you are not going to take’a chance spending 
money on that product unless‘ you-are pretty sure it is 
going to be good. 

MR, BRYDEN: Didn't you indicate earlier’in 
yOur e@vidénce that you rather regretted the amount of 
duplication of products? 

MR, LESLIE: yes, I think it is a mistake. 

MR. BRYDEN: What were you referring to when 
you made that statement? 

MR, LESLIE? “T°am-referring to’ the-overall 
pLevure’ of+péople, “for “tnstance;-Let "8“get“into’ the 
compulsory licence deal where they want the compulsory 
licence so they can move into the market and put so and 
so's®©°product "and-so and so'’s product on the market. It 
is going to defeat its own purpose, 

MR, BRYDEN: What is? 

MR, LESLIE:> Your duplication’ of one product 
and not concern with development. Some countries in Europe, 
one or two products of the same thing are allowed on the 
market, no more, 

MR, BRYDEN: Then shouldn't prices by con- 
trolled if that is the case? 


MR, LESLIE: I think prices, mr. Sryden, wil 
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take care of themselves. 

MR, BRYDEN; ..Not.if there is only one 
Suppliers. 

ME ..LESLIE3» Yes. 

MR...BRYDEN.: ..Why? 

MR.» LESLIE: » Well,«becaus¢,.sure,.we need. to 
make money to keep going but the prime concern is to 
produce a product that is going to be useful. We have to 
make some profit on the overall picture, but this idea 
because somebody may have a product and has it all to 
himself,is going to.bleed the.public.is not,.a.true state- 
ment ,of.fact, 

MR. BOYER: That is a hard.thing,to.convince 
Mp;.Bryden. 

MR. BRYDENs: I would just like to rely on 
Che,bpasic.economic.,theory,.on,.which you. gentlemen, J.think, 
rely, the way prices come down is through competition. 

You are trying to tell us they will come down through the 

goodwill of the monopolists and the witness is indicating 
he would prefer a monopolistic situation in the industry. 
te Lepenparentus..> 

MR,.LESLIE::.1I,dadidn{t,say,esir, about 
monopoly. One or two is all right, when you have five or 
six or seven I think it is a mistake and that is where the 
trouble is. 

MR. BRYDEN: That is all. 

THE ACTING CHAIRMAN: Any questions? 

MR. BOYER: Mr. Chairman, I might ask about 
quality control in connection with evidence we have alread 


had before the Committee. One of the smaller drug 
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1] manufacturers spoke about the possibility of having a 

2) Canadian company do the quality control for him and 
Suggested in that way we might be able to reduce the cost 
of drugs that he sells, I think, Mr. Chairman, that this 
5| wtness m- Jive us some useful comments on such a situation. 
6] Is tnat a practical way of carrying on business? 

7 MR, LESLIE: This is for his own quality 

8) control? 

9 MR, BOYER: Yes. 

10 MR, LESLIE: It is one way of doing some- 
11/| thing, but it is not as good as quality control having 

12 the facilities in your operation to do what you consider 
13|| a proper quality control job. Quality control isnot 

14 only concerned with testing the products before they are 
15f réleased for sale, ItStewinrencehertime you get the first 
16|| piece of raw material to make sure it is exactly what it 
17} 1s and that it is tested to the proper specifications. 

18] The human element of mistake inlabour and so on is always 
19} -- you have to be sure and guard against that kind of 

20|| thing. That is why we, and 1 think I will be backed up 
21|| by others in the industry, that the only way for proper 
22|| quality control is to do it yourself. If you haven't got 
23|| he facilities then certainly this other operation would 
24|| be very vseful, but it is not the most desirable way to 
25|| have quality control. 

26. MR, BOYER: Thank you very much. 

27 THE ACTING CHAIRMAN: Any other questions, 
78} Mr. Rice? 

29 MR. RICE: No. sir. 


U THE ACTING CHAIRMAN; Thank you very much, 
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Mr. Leslie. 

Mt, uboGles "li Liere to gsuyuning LTurcne,r 
wé can be of assistance in we will be glad to. I would 
like to see your folks down at the plant so we can show 
you what is done. 

MR. BRYDEN: We would love to come to 
Montreal, 

MR, LAVERGNE: I think the Chairman should 
take it under advisement. 

THE ACTING CHAIRMAN: We will give that over 
to the Chairman when he comes back. 

The next 1s Mr. H.-J. Brown, president and 
general manager of Burroughs Wellcome & Company (Canada ) 
Limited of Montreal. | 

SUBMISSION OF 


BURROUGHS WELLCOME & COMPANY (CANADA) 
LIMITED OF MONTREAL 





MR, RICE: You are Mr, Brown, president “and 
general manager of Burroughs Wellcome Company? 

MR. BROWN; Yes 

MR, RICE: How long have you bpéen president 
of the Burroughs Wellcome Company? 

MR, BROWN: Approximately 1.5 years. [I have 
been in Canada 15 years as general’ manager and ‘since 
last Friday as president. 

MR. RICE: How long have you been associated 
with the drug industry? 

MR, BROWN: 30 years, approximately. 


MR, RICE; I understand you have prepared 


a presentation, 
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MRs BROWNss! Tit havesa presentationehere, yes; 
which describes our company and operation. 

MR, RICE: Would you proceed, 

MR, BROWN: Mr. Chairman and gentlemen, 
Burroughs Wellcome & Co, (Canada) Ltd. is a wholly owned 
Subsidiary of The Wellcome Foundation Ltd. of, London, 
England, successors in title to the firm of>'B.ws & Cos# 
established since 1883. 

A branch of this company was established in 
Canada in 1906, and was incorporated as a private company 
by Dominion Charter in 1956, under the title BURROUGHS 
WELLCOME & CO, (CANADA) LTD, The registered office and 
the Company's manufacturing plant are in Montreal, Quebec. 

The Wellcome Foundation Ltd. was created to 
provide a formalestructure forthe, late ‘Sir Henry 
wellcome's properties throughout the world. These include 
not only pharmaceutical manufacturing plants, but also 
all the laboratories, museums and libraries, which Wellcome 
founded and supported during his lifetime. 


The Wellcome Foundation Ltd., trading under 
the original name of Burroughs Wellcome & Go., has sub- 
sidlary compantbes;,‘or *branches,.in 14,count «-es and,dis— 
tributing centres tin mo0st)(parts ,f the wowld.«« The; sole 
shareholders and owners of the company are “The Wellcome 
Trust", It is, therefore, to the Wellcome Trustees that 
all distributedrprofits are paid in ~the,form, of. «dividends. 


The Wellcome Trust has for its main object 


the advancement, throughout the world, of research in 


cr ld ce A al 


human and veterinary. ang allied sciences, or the endowment 


of research museums or libraries. 
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The responsibilities of the Trustees in this 
regard are carefully defined in the Founder's Will under 
two headings: 

1. "“... the advancement of research work 

bearing upon medicine surgery chemistry 

physiology bacteriology therapeutics materia 
medica pharmacy and allied subjects and any 

Subject or subjects which have or at any 

ume may develop an importance for scientific 

research which may conduce to the improvement 

of the physical conditions of mankind and i 

particular for the discovery invention and 

improvement and medicinal agents and methods 
for the prevention and cure of disorders an 
the control or extermination of insect and 
other pests which afflict human beings and 
animal and plant life in tropical and 

other regions and elsewhere , ,,", 

2's eo. the establishment and endowment 

and future maintenance of any new Research 

Muséum or Library and for the purchase and 

acquisition of books manuscripts documents 

pictures and other workds of art and other 
mjects and things for such Research Museums 

Or Libraries and for conducting researches 

and collecting information connected with the 

history of medicine surgery chemistry 


bacteriology pharmacy and allied sciences ? 


oo89 ° 
In the past five years the wellcome Trustee 


have made grants, including some long-term commitments, t 
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“Canadian universities and other institutions in aid of 
research or for the establishment of research laboratories 
Or the maintenance of senior research appointments, 

Hrs era tO approximately $490,000, which is an average 
of almost $100,000, per year. This is exclusive of 

many awards, which the Trustees have made in the form of 
travel grants to enable Canadian doctors to take courses 


in other countries or attend scientific meetings. 
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The organization of the Canadian Company 
embraces manufacturing, control laboratory, distribution 
and administration. Whilst some product development work 
is done, the major aspect of Research and Development is 
carried out by our parent company and by our Associated 
Company in the U.S. Our Medical Director works in close 
collaboration with the Foundation's Research and Medical 
staffs in arranging for the clinical investigation in 
Canada of new or improved products. 

The principal research units of The Well- 
come Foundation are: 


(1) The Wellcome Research Laboratories, 





Beckenham, England. 

One section of these laboratories carries 
out research on the response of man and 
animals to infection, in conjunction with 
the production of antitoxins, vaccines, and 
prophylactic material for the treatment and 
prevention of bacterial and virus diseases. 
These Laboratories have been closely associ- 
ated with almost every advance in the preven 
tion and cure of diphtheria, since they pre- 
pared the first 'B.W. & C.! biological pro- 
duct in 1904. 

Their discovery of the 'primary’ and secon- 
dary stimuli in diphtheria prophylaxis made 
in 1921, has come to form the basis of all 
accepted methods of immunization with toxins 
and their derivatives. In more recent times 


these Laboratories have been playing an 
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important part in the production of Salk 
type polio vaccine, but held the view that 
the future was more likely to lie with the 
oral vaccine, Accordingly they devoted 
their facilities to the production of a safe 
and satisfactory oral vaccine using the 
strains selected by Dr. Sabin of the U.S. 
This resulted in the company being the first 
in the world to make oral vaccine against 
Poliomyelitis commercially available. 

It is a good example of the long-term deci- 
sions the Industry is called upon to make as 
its contribution towards the prevention and 
conquest of disease, The cost of the project 
undertaken in money and technical resources 
is but one iilustrat ion of the kind of major 
risk that the Industry undertakes, 

Another section of the Wellcome Research 
Laboratories is engaged in the synthesis of 
new chemical compounds and the investigation 
of the composition of known remedies for the 
treatment of disease, 

A third section of these Laboratories is 
concerned with the testing on animals, and 
man of the action of the drugs prepared by 
the research chemists. 

(2) The Wellcome Research Laboratories, 
Tuckahoe, New York. 

Except for research in the field of biolo- 


gicals these Laboratories supplement the 
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research carried on in the Laboratories of 
the parent company, as well as following 
their own lines of investigation, They are 
engaged in the study of the action of 
possible therapeutic agents, either synthe- 
sized in their own Laboratories (and others 
of The Foundation) or derived from natural 
sources, 

(3) The Wellcome Laboratories of Tropical 


Medicine, London, England. 












This unit is engaged in the investigation of 
the diseases prevalent mostly in tropical 
and semi-tropical countries, such as, malarial, 
kala azar, schistosomiasis (bilharzia disease 
and trypanosomiasis (e.g., tropical sleeping- 
sickness), A group of chemists prepare new 
compounds with a view to obtaining drugs 
which will destroy the microbes causing these 
particular diseases, 

Although tropical diseases are rare in Canadal, 
they do occur from time to time. From stock 
held in Montreal we are able to supply appro- 
priate medication without delay. 

(4) The Welicome Veterinary Research Station 
England. 

This is a 325-acre farm provided with Labora- 
tories. its function is to carry out inves- 
tigations on diseases in large domestic 


animals. 
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(5) The Wellcome Research Laboratory, East 

Africa. 

This Laboratory, which has been recently 

established, is concerned mainly with the 

chemotherapy of diseases of animals in 
tropical and sub-tropical areas, 

The services of these Laboratories are 
available to all subsidiary companies, who, for various 
reasons, are yet unable to embrace research as a function 
within their own local organization, but the discoveries 
of this research undertaking are made rapidly available to 
us in Canada as they are elsewhere throughout the world. 

Cancer research has long been considered 
one of the most important challenges in medicine, and, as 
such, Burroughs Wellcome & Co. have given high priority to 
the scientific investigation of this problem in its 
research program. In excess of $3,000,000, has been 
invested by the company in this particular phase of 
research, 

The first purine antimetabolite discovered 
to be useful in the treatment of human leukemia was 6-mer- 
captopurine, which was synthesized in the Laboratories of 
j our Associated Company in the U.S. in 1950, and was made 
available to physicians in Canada soon afterwards, under 
the brand name 'PURINETHOL', 

A number of closely related compounds are 
still in the process of clinical evaluation, 

In search with the Chester Beatty 
Research Institute of England compounds of the nitrogen 


mustard type have been studied. Two of these are now 
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available in Canada - Chlorambucil ('Leukeran') and Busul- 
fan ('Myleran'), which were discovered as a result of a 
project growing out of work instituted in the Company's 
Laboratories, | 

These studies require the close co-operation 
of organic chemists, biologists, microbiologists and bio- 
chemists - all of whom are included in the Chemotherapy 
Division of the 'B.W. & Co.' Laboratories, 

With few exceptions, all products offered 
for sale in Canada are made at our plant in Montreal. The 
average number of people employed is 140, including a 
field staff of 40. Approximately 30% of our staff have 
university degrees - 37 employees at the Bachelor level, 
and three Doctorates, 

All raw materials, i.e., drugs and chemicals 
used in manufacturing are subjected to tests for identity, 
purity and potency and must be approved by the Control 
Laboratory before they are released to the Production 
Department. Every batch of manufactured products is sub- 
jected to analytical control and the final package bears 
a lot number from which can be determined the date of 
manufacture and the record of the tests carried out to 
establish the potency and safety for use, 

All products for injection are prepared in 
a department specially equipped for their manufacture and 
each batch is tested for sterility as well as for potency 
and safety before issue. 

Reference samples of every batch of products 
manufactured are retained for a number of years, depending 


on the product. The lot numbers provide a history of the 
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product from raw materials to finished product and also 
enable any particular lot to be withdrawn should there by 
any reason to do so, 

Our products are not sold direct to the 
public under any circumstances, We obtain national distri- 
bution mainly through the services of wholesalers, who, in 
turn, service the 5,000-odd pharmacies across Canada. 
Hospitals and Government purchasing agencies, however, 
usually buy direct from the manufacturer and we also sell 
direct to these institutions, 

Approximately 35% of the products we produce 
can only be obtained on a doctor's prescription. Another 
20%, whilst their sale is not legally restricted to pres- 
cription, are usually sold in this way, or on the recommen 
dation of a physician, The remainder are what are termed 
over-the-counter" items and are promoted by being on 
display in pharmacies. These so-called 0.T.C. items, 
however, account for less than 15% of our total sales. In 
other words, 85% of our sales are for what may be broadly 
classed as prescription items. 

As previously stated we do not sell direct 
to the public, neither do we advertise our products in the 
lay press, by radio, television or similar media. The 
sale of some suitable products are, however, promoted by 
display in drugstores only. 

Our main effort is to acquaint doctors with 
the action and uses of our products so that they will use 
them in their practices. We do this by direct representa- 
tion, i.e., by having the so-called "detail men" make 


periodic visits and spend a few minutes discussing one or 
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more products with doctors. We also use the mail and 
medical journal advertising, and we display at medical 
meetings with our representatives in attendance. 

We have resident representatives in most 
Provinces. Of our total field staff, 14, plus a District 
Manager, are employed in the Province of Ontario. They 
have on the average 450 doctors per man on whom they call. 
The average number of physicians' calls they can make is 
5 or 6 per day. Each man's territory is such that he can 
cover it only 4 times a year. So theoretically he calls 
on each doctor on his list only 4 times a year. Some men 
are seen more frequently than this. Maximum would be 5 or 
6 times a year. 

Calling on doctors is not the only work of 
our Company's representatives, he must service the whole- 
salers on his territory and make regular calls on drug- 
stores of which he has an average of 145 on his list. He 
must also service the Pharmacy Departments of hospitals, 
In all these activities he is performing the function of a 
salesman and not that of a "detail man". A reasonable 
estimate is that our representatives spend half their time 
detailing and the other half selling and servicing the 
Company's customers. 

It was the policy of our Company to employ 
only graduate pharmacists for our field staff, but in 
recent years the demand for pharmacists has exceeded the 
supply, and we have been obliged to deviate from this 
policy. Of the 15 Company representatives working in 
Ontario, 10 are university graduates in Pharmacy or 


allied Sciences. The others have university training short 
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of a degree, 

All our representative staff undergo an 
initial training in our office and manufacturing plant 
followed by field training. The major part of this course 
deals with the pharmacology related to our products and 
their application to the treatment of disease or other 
disorders, including what is known about the contraindica- 
tions of the drug, and the precautions which should be 
taken in their use, 

New drugs are submitted to exhaustive 
clinical investigation before being offered to the Medical 
Profession, and, of course, the manufacturers must satisfy 
the Federal Food and Drug Directorate that a new drug is 
save to use. With extended use more information about a 
drug is accumulated. For instance, side effects which did 
not show up in the initial trials may become evident; also 
tolerance to the drug may develop on prolonged use. Our 
men are kept up-to-date on these things and are thus able 
to bring to the physician the latest information about the 
action and uses of the products in which, as a Company, we 
have an interest. 

With regard to our marketing policy as it 
relates to the use of brand names, it is a requirement of 
the Federal Food and Drugs Act Regulations that the generic 
or common name of a drug be given on all labels of pharma- 
ceutical products. The generic name to be in type not less 
than half the size of the mark or brand name. Some of the 
products we issue bear only the generic name, but the majo- 


rity are sold by brand name. 


An analysis of our List shows that it is not 
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practicable to use other than a coined or brand name for - 
50% of the products issued. I am referring here to 
compound products consisting of two or more drugs. For 
instance, there is no common or generic name for an oint- 
ment containing Polymyxin B Sulphate, Neomycin, etc. 
Doctors cannot be expected to write out the formula each 
time they wish to prescribe such a compound preparation. 
We apply a trade mark, or brand name, to this particular 
formulation. It denotes a 'B.W. & Co.' product of this 
formula. There is no other convenient way of describing 
such preparations. 

With regard to a product consisting of a 
Single chemical or drug, a brand name is used in associa- 
tion with the common or generic name of the drug to denote 
that it is a 'B.W. & Co.' formulation. 

Whether a doctor prescribes by generic name 
or by brand name he will want to be assured that the pro- 
duct his patient receives is the precise one which he 
intends him to have. This can only be assured if he specl 
fies the name of the manufacturer on his prescription, 

The use of a brand name does just this. 

It is not just a matter of taking a drug or 
chemical and making it into a tablet or some other dosage 
form. Considerable experience and know-how is required to 
produce a preparation which will result in an entirely 
satisfactory product. Even a slight variation in formula- 
tion may effect the therapeutic efficacy of a product, or 
result in an unstable preparation, i.e., one which may 
lose its potency very quickly. 


The following is a quotation from an article 
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"Purther work has been done in this labora- 
tory on the analyses of preparations made from drugs of 
Continental origin. Eight samples of meprobamate tablets 
were found, respectively, to contain 91, 89, 96, 94, 90 
and 94 percent of the stated amount, thus only two of 
these were within the limits of 95-105 percent, prescribed 
by the United States Pharmacopoeia, whereas, a similar 
number of samples of two proprietary brands of meprobamate 
tablets were well within the allowed limits. A sample of 
chlorothtazide tablets failed to conform to the official 
Co the official aGisintegration test. Finally, 
eight specimens of buffered prednisolone tablets, declared 
to contain 5 mgm. of active ingredient, all contained 
Significantly nearer 4+ mgm., 1.e., 20 percent less than 
the declared amount; again analyses of two proprietary 
preparations of this substance showed contents very near 
to the declared amounts. It is my considered opinion that 
as with the thiopentone injections previously reported, 
these are typical examples of unsatisfactory analytical 
control, and the fault primarily is in the manufacturing 
process rather than in the raw materials.". 

Some drugs have a comparatively short shelf 
life, and the labels of such products bear an expiry date. 
This period is determined in the first instance by testing 
the product for potency over an extended period of time, 
No product is: released for sale until a reasonably 
satisfactory shelf life has been established. From there 
on reference samples are examined from time to time, 
and with the data so accumulated it is often possible to 
extend the "life" beyond that which was determined initially, 


or on the other hand it may be found desirable to reduce 


it. 
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It. issGhespolicy-ofeour Company,-+as,1t,ais, 
Ipbelieve, general in.the, Industry, to accept responsibility 
for date expired products and take them back for credit 
or replacement. This is in the best interest of the publir, 
but, Sofwecourse, it.adds.to,the costsensThe.statement of 
Our policy relating to Returned Goods appears in our 
Price List and a copy of this is appended to this sub- 
mission. 

it 1Swoureexperkencexythat goods: retusned. for 
credit amount to approximately 2% of our Sales, but. the 
cost to our Company is much more than the face value of th 
products. Every product issued has a pre-determined life 
expecbancyyyivemerthesperiod over which, if properly 
stored, the product can be expected to have retained full 
potency, and if the batch number indicates that this is 
exceeded or has only a short remaining life, the product 
is destroyed. Products which appear satisfactory for 
taking back into our stock for resale are examined 
individually by our Control Chemist. All products are 
sealed when issued and if the seal is broken these goods 
are not resold. All this is a time consuming procedure 
and the paper work involved is considerable. 

The policy of The Wellcome Foundation Ltd., 
and its subsidiary companies throughout the world has been 
to take an active part and interest in the community in 
which they operate. The main object of the Wellcome group 
of companies has been the advancement of medical and 
allied sciences. It was with this general philosophy in 
mind that this brief was prepared to assist the Select 


Committee on Cost of Drugs. It is trusted that it has 
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been useful in providing a picture of the function and 
operations of this Company. 

Respectfully submitted." 

THE ACTING CHAIRMAN: Thank you very much, 
Mr. Brown, You have been very informative indeed. 

MR, °RICE® :There®is an appendix«toimrs 
Brown's brief. Could we have that included in the record? 

THE ACTING CHAIRMAN: yes. 

RETURNED MERCHANDISE APPENDIX 

It is our desire to maintain a just and 
fair policy regarding merchandise, which for some reason 
customers wish to return for exchange. 


1. GOODS EXCHANGEABLE 





Subject to the following conditions, our products may 

be returned - 

ae Ancsitemized list of the merchandise to be 
returned must first be submitted to our Montreal 
Office (either direct or through our representa- 
tive). 
Ppredtictsmwilitbe accepted for credit or exchange 
only when the customer has obtained our authoriza 
tion and shipping instructions, 

by On receipt of approval, merchandise is to be 
shipped prepaid to Burroughs Wellcome & Co. 
(Canada) Ltd., Returned Goods Department, LaSalle 
Que., otherwise transportation costs will be 
charged back. 


GA Goods accepted for credit or exchange may be 


Subject to a charge for re-conditioning. 
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GOODS NOT EXCHANGEABLE 





2 a. Merchandise which has been opened, broken, 
partially used, or which has been tampered with 
4 by removal of corks, caps or labels. 

lens Except on a salvage value basis, merchandise 

6 which has been purchased at sacrifice, fire or 


bankrupt sales, or which Mise been damaged by fire 
water or smoke. When such merchandise is sent in 
we must have the privilege of destroying without 
recourse, «bf .considered, by) us cunfht,.for sades. 

ae Articles which have been in the customer's stock 
for more than two years. 

d. Merchandise which has deteriorated due to causes 
for which we cannot be considered responsible. 

SF Dated products remaining in stock after expiry 
date, 

MR. RICH: . Mr..Brown,, note the date of 
your charter is 1956. I would assume from that, that your 
industry, your company also has had its greatest develop- 
ment since World War II. 

MR. BROWN: No, I would not agree with you, 
not,,i ns ours particular,instanee.e. Our company has been 
mainly concerned with work in connection with viruses and 
vaccines, that is seriological products which have not had 
the same burst, as you refer to it, as the modern therapy 
products, the tranquilizers and the antibiotics, 

We did have some research going in antibiotids 


during the war. We actually had a penicillin plant in 


England, but it was soon outmoded by the American productidn 


facilities which were not available to us in England at that 
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But out of that came just one antibiotic, 
3! polymyxin B Sulphate which is still used today and it is 
41 substantially used, but we have not been too active in the 
S| chemo Gherapy sSiide Fofiresearénh. 
6 Also our interesthas been, as I have stated, 
71 in tropical diseases also, for which there is a very littl 
8! or no market here in Canada, However, the products are 
9] available. 
10 MR, RICE: Have you noticed any marked 
11/| changes in your prices in recent years? 
12 MR. BROWN: Yes, our prices have steadily 
13|| increased because our costs have increased, 
14 MR, RICE: Your prices have increased? 
15 MR. BROWN: Our prices have increased, Ther 
16] have been two increases, I think, due to sales tax alone. 
17|| When the sales tax was changed from 8% to 11%, that 
18] required an alteration adjustment, an upward adjustment 
in our sales prices. Also we have had to keep pace with 
the increased costs of being in business such as the high 
salaries and wages, so the tendency has undoubtedly been 
upwards as far as I can remember. 

That doesn't mean to say that there have 
not been reductions, specifically, here and there, in 
particular products, either because the cost of raw materials 
has declined and you have been able to reduce your price, 
or you have a product in a particularly heavy competitive 


area and you have to be satisfied with taking less than 


your normal profit in order to get into that equal share 





of the market. There are instances of that kind, but not 
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2 MR. RICE: In the products that your company 
3] are concerned with, would it be fair to say that these 
4!' price changes have been gradual rather than substantial? 
5 MR. BROWN: yes, they have been very gradual 
6| and relatively few. I think over the past even ten or 
7| fifteen years there is a continual change in products. 
8| New products are coming along and they are entering in the 
market at a higher price than theyewouldishave done, the 
same products, a few years ago. 'So we are notivreally 
comparing the same products in our industry over a period 
of 25 years because in most instances they did not exist 
at that time. 

MR. RICE: Do you find that the entry of 
new industries into the business does have that effect on 
your prices? 

| MR, BROWN: Do you mean new industries or 

new competition? 

MR, RICE: Yes, new competition. 

MR, BROWN: Yes, we certainly do, 

MR, RICE: And is your company a member of 
the Canadian Fharmaceutical Manufacturers Association? 

MR. BROWN: Yes. 

MR. RICE: Did you contribute to the 
questionnaire as compiled by Mr. Little? 

MR, BROWN: Yes we did. 

MR, RICE: And have you had an opportunity 


to use Mr. Little's compilations? 


MR, BROWN: I have. 





MR, RICE: And could you tell us generally 








= nt Gee Se 
j “) . Pa ve 
a 
CEES | Aword M14 03 6 seUOHsMOTe zuaMA — \ Yh 
‘DRATNO .OTMOROT “Ss 
evan | t 
yasgmos rwoYy déedt atomsborq ont pI 33019 2AM N 


saoit dedd yea ot thet od dh blyow: .ddtw bentsoq09 ers |é 


| tistiasdedpe nedd redder [syberg need sved ZoanBrio sotrg 





é 
leubsrg yrev meed sven yodd .aey sword 7AM i‘ 
1O 193 ASvS Jvasq sft revoeNaind I .wet yLleviseler bas je 


-atoyborg al exgnsdo Leuyntinos 8 at srend erssy nest ttt v 


Sad af gnivedas ers yadd bas sools antimoo srs adouborg well 





& 
sad ,enob evsd blyow yet medd sofrg Tedgid 6 t6 Jour sm Ie 


yilssr dom srs sw o8 ,0g8 arsoy wet 68 .etouborq emea Ol 
bolyeg 6 19vo yrdaybnt two mb etouborq omsa end antxrsqmoo | il 


Jaixs Jom bib yedd asonsdent geom at sayBoed ersey aS to {St 





semis dent ge 





to yrtas oft tedd batt yoy od :R0GR . AM 


SS —— 


mo Jostts vent sven asob esoentend st ovat esixrterbat wea 


fesoirg TOY 


TO aoiudeubol wear asem yoy cd sKWOAS . SM 
snot dtdeqmod wer 
»H0LIitoqmoo wer ,aoY +sH0IR av 
Ob ylateirs9. ow .asY -:MWORa 3am 
to 19dmsm 8 YABQMOD THOY et baA ~:30THe . aM 
¢dolisfooseA arstudosinnem fsoldusosmirsni asibsas) edd | 
°29Y  3;WwWOHGs , AM 
end oF studtrinoo voyo bid >: :80Im). AM 
colsdti .xM yd beliqmos as ertsanoitesyp — 
~ bib Sw asY > ;“WOHa. . AM 
yilautroqqo ams bed soy evéd Daa. 24 OLR . AM 6c 
Senolisiiqmoo @'slistl .xM sam o@ 


seven I -sMWOREY AMT Lerron cue 





“Uilsrenss av [let yoy bivoo baa’ :80TA GAM. Somes 9) 1 HE 






eels 











mr 
im, 






au 


[S 


at 
~ 
oa 


ANGUS, STONEHOUSE & CO. LTD. Brown 2934 


TORONTO, ONTARIO 


= 
m 


Be 


z 


— 


how that compilation compares with your figures? 
2 MR, BROWN: yes, we fall fairly well within 
3] the average. There are no great deviations. 

MR, RICE: I believe I have covered all the 
Sub jJcets, “as far as-y"can see) Mrv’ Chatrnan,” unless™some 
of "the members’ of the Committee have questions. 

THE ACTING CHAIRMAN: Have any members of 
the Committee any questions to ask Mr. Brown? Mr. Lavergne? 

MR. LAVERGNE: No questions. 

THE ACTING CHAIRMAN: Mr. Bryden? 

MR, BRYDEN: Just one matter I would like 
to raise, Mr. Chairman. Various authorities or people 
who appear to be authorities that I have read in this fiel 
have expressed some dissatisfaction because they claim 
that promotional material from drug companies which gets 
into the hands of doctors frequently does not indicate the 
toxicity of the drug concerned or untoward reactions that 
might be anticipated, that the emphasis always is on the 
favourable elements that might be anticipated and frequently 
no reference at all is made to the untoward effect. Is 
that in accord with your views? 

MR, BROWN: I would say that is not a correc 
statement in regard to all reputable companies. All 
reputable companies would want to-pive* tne dcetor“ait the 
facts including the less favourable ones. 

MR. BRYDEN: Not the advertisements I have 
looked at in journals. 


MR, BROWN: Advertisements do not always 


reflect the true story. Advertisement in journals will 





pe a reminder, and the doctors should rely on, and does in 
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fact rely on the initial information he gets from the 
manufacturer for the full story. You could not give all 
the facts in the journal advertisement. That is intended 
tO be a reminder to the doctor. The doctor knows that 
that product is available from your company and in most 
instances it says, "For further details apply to the 
company". 

MR. BRYDEN: I didn't hear that. 

MR. BROWN: I said in most instances you 
will find that on top of that advertisement, that further 
information on this particular product is available from 
the company. 

MR, BRYDEN: I must say that I have not 
noticed that suggestion in any of the advertisements I 
have seen. 

MR, BROWN: I do not think you will have 
much trouble in finding them if you look through the 
medical journals, 

MR, BRYDEN: Here is a journal that J] have 
for a completely unrelated purpose, but I was thumbing 
through it and I noticed an ad from your company. This 
journal is "M.D. of Canada" for January 1960. There is 
an advertisement from your company for a product called 
Darenthin and it says it is "A major break-through in the 
treatment of hypertension. Its action is that of specific 
sympathetic inhibition. The resulting freedom from the 
effects of parasympathetic block is a conspicuous advance 
on former methods of treatment". 

Insofar as I understand that exeatment , that 


is expressing a favourable opinion. 
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1 MR. BROWN: That is a break-through, yes. 
2 MR. BRYDEN: There are some names cited at 


3|| the bottom which I presume are authorities could be 
4/1 referred to if the doctor had the time, and there is no 
‘ reference to any possible untoward effect or even a 

| suggestion that these might exist and that the physician 
 -snould-get information on it. 
8 MR, BROWN: A product of that type, no 
9| physician would use until he had full details about its 
use, and in our literature, is contained all the full 
effects of the product, all the known side effects. The 
side effects of the drug are not always detrimental. They 
are inherent in the drug. This is a product which lowers 
blood pressure, and after all doctors should know if you 
lower the blood pressure too rapidly it has detrimental 
effects on the patient, and the drug itself has no really 
inherent side effects except those which are attributable 
bo the drug’ itselr. 

MR. BRYDEN: I understand that all drugs 
have some toxicity? 

MR. BROWN: Yes, well, it is natural, becaus 
they are foreign to the human pody, you see, 

MR. BRYDEN: Well, here in the Green Book, 
prepared for the Restrictive Trade Practices Commission 
which I have no doubt you have studied, in the appendix 
is an article published by the Canadian Medical Associatio 
Journal by Doctors Mark Nickerson and John P, Gemmell of 
the University of Manitoba. They express the opinion on 
page 287 of that book: 


"\ major consideration in the adoption of 
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any new.pnoductyis toxicity. .t.As 
axiomatic that every drug has some toxicity 
and the common promotional statement that 
a. given product has. 'low toxicity. or has 
not produced this or that specific type of 
toxic reaction is of limited significance, 
It is much more important to know the types 
a toxicity which may occur. Advertisements 
rarely carry this information. Detailmen 
may be asked for and sometimes are helpful 
in obtaining the desired data. However, 
the very useful information frequently is 
not included in the routine promotional 
material which they receive, and it may take 
them some time to obtain it," 
I take it that you would not particularly 
agree with that statement? 

MR. BROWN: No, the information is available, 
and in most cases when they are putting a new product out, 
it has side effects and they are stated in the literature, 
but it is not always possible to give them in the advertisp- 
ment. The advertisement is a reminder of the name and 
the indication of the product and is not,.intended to-be.a 
full description, and we don't expect doctors to use the 
product merely from seeing an advertisement in a medical 
Journal], .We think At is, helm ,esponsibilitysto.find out 
all there is to.know. about.the product, even, before_they 
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MR. LAVERGNE: This is just a reminder? 

MR. BROWN: A reminder type of advertising 
following up your initial work which you have done. When 
a new product is coming out they were provided with a full 
pharmacology and then the detailmen are properly briefed 
and they are able to instruct the doctor, The doctor may 
or possibly would be sent through the mail full informatio 
about the product, the advertisement and the small cards 


that go out through the mail are merely reminder advertise 


ments. 

MR. LAVERGNE: Do they have all this infor- 
mation prior to ---? 

MR. BROWN: We would hope they would have 
that,: yes. 


MR, BRYDEN: Of course, he is a pretty busy 
man and he may or may not have time to cover this. 

MR. BROWN: I think as far as the physician 
is concerned, he should take the time to become familiar 
with a product before he uses it. 

MR. BRYDEN: Would it not be a good idea to 
remind him of it? 

MR. BROWN: It is possible that he is a busy 
man and he will have even less time to study these adver- 
tisements. 

MR. BRYDEN: This is designed to bring to 
his attention all the other material that is there? 

MR, BROWN: This is drawing his attention to 
it and hoping he will stop and look and say "I have seen 
that and I hope to find out more about it later on’. 


MR. BRYDEN: You say if something is 
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genuinely new on the market you try to inform the medical 
profession about all its effects, good and bad. What 
about a situation where in the course of experience with 
the drug undesirable effects that were previosly unsuspec- 
ted. come to light, what do you do then? 

MR, BROWN: I can tell you that we have on 
many occasions done that, 

MR, BRYDEN: “You have sent out.a new --- 

MR. BROWN: We have sent out specific infor- 
mation if it has been important enough, The particular 
product you are referring to there has not stood up to the 
initial hopes that we had for it... It is still considered 
a breakthrough scientifically yet the particular drug has 
a lot of improvements to be made before it lives up to its 
original expectations. As soon as we found out that this 
particular drug had shown tolerance, that is, after a 
patient had taken it for many, many months or perhaps a 
year, they got used to the drug, tolerance developed, 
we immediately notified every doctor in Canada that this 
was the situation. 

MR. BRYDEN: But for some substantial time 
it was advertised? 

MR, BROWN: Well, it has to be handled - 
that situation becomes known. 

MR, BRYDEN: Are you still promoting this 
drug? 

MR. BROWN: We still have it available but 
we are not actively promoting it. We are hoping our labo- 
ratories will come up with a much improved drug. 


MR, BRYDEN: In other words, it was by 
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experience it turned out to be not as significant a break- 
through medically as you had originally believed? 

MR. BROWN; It is considered medically and 
fundamentally, as a piece of research it is very signifi- 
eant. This shows for the first time that high blood 
pressure can be controlled by what is termed parasymphatic 
blockage of the nervous system and from that point of view 
it is a significant breakthrough. But, unfortunately, the 
drug itself is not ideal, it is not the last word and we 
are still searching for something which will live up to 
our original expectations for it. 

MR, BRYDEN: That is all, thank you Mr, 
Chairman, 

MRG RICE? ~ Mry°Chairman, there’ ts -one “more 
item I omitted which may be of some interest. Mr. Brown, 
in your brief on page 12 you deal there with the require- 
ments of the Federal Food and Drug Directorate with regard 
to labelling. 

MR, BROWN: Yes, 

MR, RICE: Is there a practice that pharma- 
cists remove the manufacturers! labels? 

MR. BROWN: For dispensing? 

MRie RICH? * Yes. 

MR, BROWN: It is usual for them to do so, 
yes. 

MR. RICE: So the labelling requirements 
there as far as the pharmacist is concerned would only per- 
tain to the pharmacists themselves? 

MR. BROWN: Yes. 


MR, RICE: Have you any opinion as to 
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whether the pharmacists should remove these labels before 
dispensing? 

MR, BROWN: Yes, I think he should. I think 
it depends upon the doctor's requirements but usually the 
doctor does not necessarily want the patient to know what 
treatment he is receiving and it has been customary as 
| long as I have been a pharmacist to remove the original 
label and put on a label which gives directions as the 
doctor has indicated, 

MR. RICE: The label that the pharmacist 
puts on to replace your label does not necessarily show 
the manufacturer or the generic name or trade name? 

MR. BROWN: No, once that label is removed 
it then becomes a vroduct soecifically for the patient for 
whom it was prescribed. We may in our recommendation say 
lane drug should be taken once or twice a day and the 
doctor may feel otherwise and want to give it six times a 
day. This is the doctor's responsibility. 

MR, RICE: The reason I raised the question 
was that I was speaking to one manufacturer and he took 
exception to this and thought it was a bad thing that the 
| pharmacists remove these labels. 

MR, BROWN: Ail I can say is it has been 


customary in pharmacy for many, many years that it is 


really the doctor who has the say in how he wants a patient 


to receive his prescription, If he wants it with the 
original label he could say to dispense it with the manu- 
facturer's original label, JI do not know if that is ever 


done but it is a possibility. 


MR, RICE: Thank you. 
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THE ACTING CHAIRMAN: Thank you, Mr, Brown, 


-~-- Luncheon adjournment. 
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--- On resuming at 1.30 p.m. 

THE ACTING CHAIRMAN: Gentlemen, we will call the 
meeting to order, We will call on Mr. Eliot S. Frosst, 
Chairman of the Board of Charles E. Frosst and Company of 
Montreal, Mr. Frosst? 

MR. FROSST: Mr, Chairman, members of the 
Committee, my name is Eliot S. Frosst. I am Chairman of 
the Board of Charles E. Frosst & Co., a Canadian Corpora - 
tion, first incorporated by Letters Patent, November 20, 
1899, The Company was started by my father, the late Mr. 
Charles E, Frosst, and has been continuously managed by 
members of the family, ably assisted by other executives. 
Late in 1959 the Company became a Public Company through 
the sale of Class A shares and there now are approximately 
1,200. Class A shareholders, The B shares (the voting 
shares) are all held by the Frosst family. 

The Company's Head Office, Laboratories and 
Research Department are located in Montreal. The Company 
also maintains two (2) warehouses, one in Toronto and one 
in Calgary, to be able to render prompt service to its 
customers, The Company moved to its present location in 
Montreal in 1926. The original building erected for the 
Company had a floor area of 51,600 sq. ft. and within three 
(3) years two (2) additions had been built and since that 
time there have been four (4) more additions, bringing the 
total floor area to 152,000 sq. ft., of which 26,000 sq. 
Ft. is occupied by the Research. and Control Departments, 
The original building is of fireproof construction and has 
been extensively remodeled from time to time so that today 


it embodies the improvements required to meet the highest 
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} modern standards of safety, health and working conditions. 
| The Company manufactures a wide range of 


4| which are Trade Name items, It also sells a limited 


3 pharmaceutical specialties - approximately 250, 175. of 





5 amount of Fine Chemicals. The Company's products are 


6| divided into seven (7) general groups. 

7 Analgesics (for the relief of pain) 

8 Anticoagulants (for blood vessel and heart 

9 conditions) 

10 Chemotherapeutics and Antibiotics 

11 Hormones | 

12 Radio-Active Isotopes (used for the diagnosi 
131 and treatment of thyroid disease and cancer). 
14 It might be noted here that the Company is 
15 the sole Canadian supplier of Radio-Active 
16 Isotopes for therapeutic use, 

17 Vitamins and Minerals 

18 Other Preparations for Therapeutic use. 

19 Distribution of its products is principally 
20|| through Prescription Departments of Retail Pharmacies. 

91 Though its main business efforts are in 

22|| Canada the Company has also been interested in export, 

23] omiginally exporting to the West Indies and South America. 
24|| However, with the application of Import restrictions in 

25 || many countries, it was found necessary to establish 

26 | complete manufacturing facilities in Bogota, Colombia, in 
ar 1950 and to start manufacturing operations in a limited 


28] way in Lima, Peru, in 1959. Export sales have been 
29| developed in other countries and as a result it is now 
, 


30) planned to establish within the next year two (2) new 





PKOS teeoxrd 





betimif s efliss coals dl. semetb omsll obsxrT sats Hotsw | 


eis atouborg a'ynsqmod endl .,efsotmendD entd to tavomes |. 


(misq to tetLor ent sot) aoteosisnA 
drsed bas L[oesev boold sot). adasluasootdaa 
(enolidtbros 

eottoidioné, brs goltveqasediomand) 


eoromrroH 


| laa aaasitaciccaait A en a pad A mR IR ae anaes pans ts Ame neent me plete reste pear 


faomgstb ont rot boas) esqodesl evitsoA-otbeh 


8 
ry, 

re 

{> 


oso Ons sasselb browydt to tromtsert brs 
al yrsgmod silt Jsdt exend beton sd tdgtm I 
evidoA-olbsH to retiqgqrva ttatbsnsd sloe. ort 
.96Y oftuegsieds tol ssqodoal 

eflsreaiM bas animes tv 


osau ofvusqsieniT tot gaottsrsdexd seds0 


yilsqionizg af etouborg ast to notdudtietetd 


at evs advotte egemtesd niem att guodT 


<Jtogxe mt beteetetat meed cals asd yosgmod odd ebensd | 


OT LAO CTT TTS AOL CITC D ASAE OU in st athlete on rasta smemntt sme emcee 


~SoltemA dtvoa bis aotbal geeW sdt oF gaittogxe vlisntgtro | 





mi anoitolitass grogqml to noidsoliqgs end sidiw .vevewoH | 


tealidstas ot wIseesoen bavot asw dr yeelttayoo yrisa |} 





msed ever aelsa trogxd “eQ8OL mh uted (emit at yew ba 


wom af dr divest s as bas eettinyos. sete ab beqoLeveb es 4 
wen (9) ows reey teen ond mtdttw fetidstes od bennsiq 108 a 
Ma ae 4 y he. a 


ANGU6, STONEHOUSE & CO. LTD. Frosst 2945 


TORONTSO, ONTARIO 





4] expand its Research Department, We employ in our Research 


6 M.D.'s 

T° PAS Ds 

5 M.Seu's 

leaB Sess 
ACB Sey Phm,18 
26 Technicians 

This Department has made many contributions 
to the field of Medicine, such as Vitamins (D synthesis) 
(D5 and Dz), Anticoagulants, Hormones (methods of. synthesis}), 
Anti-thyroid drugs, Radio-Active Tracer Compounds, They 
are presently engaged in a broad program investigating 
drugs acting on the central en system, anti-cancer 
agents, hormones, and other fields. 

In the pharmaceutical industry, as in other 
industries, the odds against developing a product with 
commercial potential are long, and for our industry the 
odds are established as about two thousand to one. Never- 
theless, unless these ventures were made there would be no 
possibility at all of achieving a product which might 
result in benefit to mankind. 

This might be best illustrated by observing 
the extent of research in the field of cancer chemotherapy 
where literally thousands of compounds are tested every 
year for their potentiality. Im our company alone, of 


several hundred compounds prepared, only a few have shown 
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1] promise, and only one has reached the stage of clinical 

Zi trial, 

3 The Isotope Laboratory has prepared radio- 
4] active carbon labelled hormones which have been used in 

5| investigative work all over the world. These include: 

6) Radio-active:- Cortisone, Estrone, Estradiol, Desoxycorti- 
7|| costerone, Progesterone, These are tagged compounds for 
8| tracer studies. 

9 The firm also supports research in a number 
10| of hospitals and universities across Canada and annually 
11 awards eight (8) university scholarships. 

12 From a small beginning the research activi- 
13 tiles have grown so that in the year ending May, 1961, 

14) following rising costs and increasing competition, the 

15|| Company spent over half-a-million dollars on research and 
16|| development. This figure does not include the necessary 
17|| capital expenditure to provide equipment and space for a 
18) continually growing department. During the last year, in 
19|} addition to the necessary research facilities, a new 

20|| Animal House was erected at a cost of approximately 

21|| $100,000.00. This addition is to enable the firm to carry 
22 out all its own toxicity tests on all new products before 
23\| introduction to the medical profession, 

24 FROSST'S give employment to 502 people in 


25||Canada, employed in the following departments: 


26 General Administration and Offices rae 
27 Production 137 
28 Research Laboratories 47 
29 Control Laboratories 16 


30 Sales Department, office and outside 119 
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Depot, Shipping and Service 63 


In addition to the scientific personnel 


S*ByAS Ss 

5 B. Comm, 

1 Chemical Engineer 

a6 she's 

80 Pharmaceutical Chemists 

All our datierees have enjoyed Group Life 
and Sickness benefits since 1929 and Group Pensions since 
1931 and past service benefits have, from time to time, 
been increased, In addition, there is one unique benefit 
that they enjoy. Manual workers, generally paid by the 
hour, are paid a weekly wage for a 374 hour week, No one 
punches a time clock, 

This short summary, gentlemen, gives you an 
outline of the Company's activities and the activities of 
its Canadian employees, working in Canada, producing 
pharmaceutical products for Canadian consumption. 

I would like to leave with you gentlemen 
as I mentioned the plant before, this is a brief outline 
of quality procedures and quality control on the back 
picture. 

MR. RICE: Mr. Frosst is filing the document 
he has just mentioned. 

THE ACTING CHAIRMAN: Thank you, Mr, Frosst. 


Would you care to answer some questions, Mr. Frosst? 
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MR. FROSST: Yes, I am quite happy to do so. 

MR. ORICE: Myr; Frosst, is Charles E. Frosst 
Company a wholly Canadian-owned and operated company? 

MR. FROSST: It is wholly Canadian-operated. 
There may be some American shareholders in the Class A 
shares. All the Class B shares are held in Canada by the 
family. 

MR. RICE: Is it a member of the Canadian 
Pharmaceutical Manufacturers! Association? 

MR. FROSST: Yes. 

MR. RICE: Did you contribute to the’ ques 

tionnaire of Mr, Little? 
| MR. FROSST: he did. 

MR. RICE: For his compilation? 

MR. FROSST: » Yes’, 

MR. RICE: Have you had a chance to peruse 
the compilation of Mr, Little? 

MR. FROSST: Yes. 

MR. RICE: How does that compilation compare 
with the Frosst Company? 

MR. FROSST: Our selling and promotion costs 
are slightly less, are less, and our research costs are 
nigner. 

MR. RICE: In perusing the compilation 
would it be correct or a valid appraisal of the industry? 
MR. FROSST: I would think so. 

MR, RICE: How many different drugs do you 


market? 


MR. FROSST: 250 - did I not mention that? 


Approximately 250 as stated on page ibs 
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MR «RICE: .£f amesorry.-.Has*the.price.of 
those drugs varied in the past two years? 

MR. FROSST: I can't give you a two-year 
study. I could give you a five-year study. May I refer 
just a moment now? In 1961 there were 128 products on 
our list listed in 1951. Of those products 66 either had 
no change in price or had decreased in price; whereas 52 
had increased in price. A simple comparison of the list 
price of 1951 for all product prices, for the same products 
and sizes for 1961 showed 8.53%. If you take a. tabulation 
of all the products sold in 1951 and prices of them, and 
the prices in 1961 you would find that the overall index 
increase of 6.7% as against the consumer increase of 14% 
for the same period, 

MR. RICE: Wovld you attribute this price 
change to the ordinary economic changes? 

MR. FROSST: Just ordinary economic changes. 
These go on from day to day. 

MR. RICE: Would competition then be a facto 
in the price change? 

MR, FROSST: Some always, competition is a 
factor in all prices, 

MR, RICE: On this problem of generic and 
trade names, I think it has been established some drugs 
couldn't be marketed satisfactorily under their generic 
name, trade name is more suitable. Does your company 
have any preference? 

MR. FROSST: It certainly has. We prefer 
trade name if we can use it because if we establish a trade 


name we get the business and we aen* poicreatend ta tor 
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t somebody else, Isn't that the same as refrigerators, 
with cigarettes, with tobacco, with anything that you 
mention, even Mr, Eaton puts a trade name on his mattresse 


MR. RICE: The trade name gives some protec- 


MR. FROSST: Sure it does, 

MR, RICE: Would you be of the opinion that 
trade names would give better protection to manufacturers 
than, shall we say, the patent law? 

MR. FROSST: I don't think they are compa- 
rable, The patent is quite a different thing. 

MR. RICE: Would patents give a degree of 
protection to the manufacturer? 

MR, FROSST: That is what patents are for, 
sir, to give protection to the manufacturer, 

MR. RICE: Are they then giving protection 
to the manufacturer? 

MR. FROSST: Isn't that the basis of the 
patent law? 

MR. RICE: In your opinion, are the Canadian 
patent laws giving protection to the manufacturer? 

MR. FROSST: I would think so. 

MR, RICE: Have any of the members of the 
Committee any questions? 

THE ACTING CHAIRMAN: Have any of the 
| members questions? Mr. Lavergne? Mr, Bryden? 

MR, BRYDEN: Mr. Frosst, would you care to 
elaborate as to the answer you gave to Mr, Rice that your 


29|| research costs as a percentage of sales is higher than 
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1 MR. FROSST: I didn't say it was higher than 
2 the percentage cost, Mr, Bryden, I said it was higher 
than the average cost in the industry. I can't give a 
percentage because we and one other Canadian manufacturer 
are the only two companies that publish financial statements, 
If I gave you percentages then very shortly my competition 
could know exactly what my sales are and we have never 
published sales. I said we spend over one-half-a-million 
dollars. If you look at the tabulations of Mr, Little 

and divide it through by the number of firms you will find 
they spend a lot less even including work done in the 
United States for Canadian subsidiaries. 

MR. BRYDEN: But, I take it then you are 
not necessarily saying that your... 

MR. FROSST: Percentage, 

MR. BRYDEN: Percentage cost as the percen- 
tage of sales is higher than the percentage... 

MR. FROSST: I didn't say that, no sir, You 
see, if I said what they were you would immediately take 
500 and some thousand dollars and translate that and have 
my sales figure, | 

MR. BRYDEN: It certainly isn't my intention,.. 

MR. FROSST: I don't mean you, sir, It 
would be of no value to you. 

MR. BRYDEN: Yes, I can understand that, 

If I may refer to your brief at the bottom of page 3, the 
last complete paragraph starting: "In the pharmaceutical 
industry, as in other industries..." and so on, I notice 


in reading: that it states here the odds are estimated as 





two thousand to one, In reading you said they were 
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MR. FROSST: I didn't write that part. It 
was written by the medical director, The two thousand to 
one I put in, that has been used in many, many statements 
before the Kefauver Committee and others. I haven't any 
statistical data on that at all, Iam depending on some- 
body else to tell you that, 

MR. BRYDEN: It is a small point. 

MR. FROSST: I did notice that. 

MR. BRYDEN: I am rather more interested in 
the further statement: "Nevertheless, unless these 
ventures were made there would be no possibility at all 
of achieving a product which might result in benefit to 


mankind’, I feel that this is somewhat exaggerated, 





e. 





1 sees. 
i | a 8 2 | Pee on 
a TaAae, Tonnes 5: ae oA. } ‘ Alto 2 tacGHa-. “— ‘soseneinioke 
1 | 
’ 





| si gdasa disdd: ottaw ot absb Te :TAAOME6 AM ch omee eae Is 
o} basevodt ows oxT - ~etod pos LB: fsoftben: os. yd aotttaw, sole 
 atnemedsta. yasm Neat at boas mesd asd tedd .at tugq.I, eno | 


ete eens. t/ cevad: I, ore bis sods immo), revestet anit onoted 2 





~smoe. mo guitpnegqeb ms 1..,lis ts tedt mo sisb Lsotdetiate |d 









Mie | .tedd soy {Lot ot, ealo. xbod IN 
ie 
He 
| wtatog {fseme s at ¢I..:WaCYAa FAM dyc 18 
tt .Jeds soften bib I. :Teaont .AM. » i ioh He 
(hme | 
| | mf, beteerotat oxrom toddsit ms I-. :MaCYAE.. AM tr? -. Or 
ves | te 
: ) saotty eaofay ,easlontvevel’ :taemetste vreddrst ond itt 
m ffs Js yiiiidtaeeq om ed biyow sxert sbsm exsw eo uutnov ict 
Vo 
9 i * 
ib od titened at tivacr trigtm dotdw tombomq s gatvetdos to it 
le -bodsrogasxs dsfwomoe at atrd dedd fost I. «.batainem iM | 
} : 
fai 7 | | | ex 
| 
i | Se at 
is — | 
. et 
= ; er 
har ; 
ie | 
k aI, 
i | 
7 
nels ‘af wreak AA 
oie 1 & H te Carte 3 J BBl | . 
ied tec F OS Orie Bosc cevots sete ch gs yyndanbat pee 









rs 
Cd » <a wll »4 A, 
wp fe = - /ibo SP ag 7 
1 - » 


ee ee ee 


~ : 









pin 
i 
A@ 


ANGUS, STONEHOUSE & CO. LTD. Frosst 2953 


TORONTO, ONTARIO 





S 
TL 


(( 
| 





t 
! 





x(@l 
i] 
e 


—~ 
3 
~— 


MR. BRYDEN: Is it not a fact that a great 


bo 


deal of the advances in this field -- not all of them by 

3 any means, but a great many of them have been undertaken, 
at least have been achieved because of government research 
5 programmes, government initiative in them? 

6 MR, FROSST: I don't think it was on the 

"| tnitiative of! governments. TI think the thing came about, 
and Mr. Leslie could tell you more about that than I 
could, but it came about the industry wanted to do it and 
we were at war, and they helped; the government helped 
Chemltotdo 1), 

MR, BRYDEN; I judge from a publication of 
the U.S. government on antibiotic manufacturing that it 
took a fair amount of inducements to get their co-operatio 
-- admittedly co-operation in developing processes was 
quite substantial -- before the product reached the position 
where it could be manufactured. 

MR. FROSST: That may be so, but by and larg 
governments don't develop things. 

MR, BRYDEN: JI would suggest to you they 
played a big role in the development of penicillin, 

MR, FROSST: Possibly so, 

MR. BRYDEN:’ You -refer “In the very next 
paragraph to some of your research in the cancer 
chemotherapy ~-- in the field of cancer chemotherapy. Is 
the United States Government not engaged in a very large 
programme in co-operation with the industry in that field 


at the present time? 


MR. FROSST: N.I.H. 18 screening thousands 





of compounds a year. Yes, they are engaged, They are 





























| . . : : A a Gees 
Eces | 4 Jaaord. aT 0D # aevowsnore ‘anak \ A. 
; aly CRATHO .OTKOROT a 
| dserg 6 dsdd Jost 6 goo dt al :Midyaa .amo5 eh I = 
fi | yd medd Yo ffé dom =~ Brett atdd ot onion andordatent is 
i | Wedledrsbay 196d oved medtd Te yaem deers 2 dud cane BA ie 
., Sarees aoeenen ne ae Senonee bevetdos need sved gasol os is 
. | 7 smend ak evidettint TMIMMTSVOS , s9mmsry3oTrg ik 
| edt mo esw dl Antdd d'nob T°: Teeony lam - 8 
| ,duods 9m89 gatdd odd antdd I adnommrevos to ovtderaiar |S 
le | I ned? gedd dyods srom yoy [I[sd blyoo eotlaal .rM bos 8 
Ve bas ¢t ob od betnsw'yrdaubak odd tuods emso dt dud ,.bIyoo ie 
ih begled gnemarsves edd  ~beqiod ysdt bas .1sw 38 stow OW Of 
i .ttob ot modd | 
| to motseotiduq 8 mort ssbut I :WadYAa . aM her 
fi ¢£ gedd gntyytsos'ilunsm ofdofdttne ao tHomatevos -8.u ede [et | 
Ve rotsysyreqo-o9 yradd deg oF ednsmeoubnt to davoms 1tist 6 wood |S | 
hs “e8w esaesoorg gaiqolsveb ai notssrsqo-o9 ylosds¢imbs -- er 
\ agiitsog edd berdoser Jouborq sdv sroted -- [stinstedua stiyp | ol 
hi | 
| »bDeaysdostuasm od blyoo tt erenw Vi 
i mer6l bas yd gud .o8 Sd ysm gadT ;Te@a0ny . AM i gt 
-@antdd goisveb t' nob etnamnarevog er 
yeds poy oF tgasgsgna Bblyow I sWSCYAS .AM Os 
aliftotasq to dmemqolsveb end at efor gid 6s beyslq jas 
if .08 yidtezod :Tacord .AM ss 
i | Jxom ytev end ai 1ster woY :YSCYAa .AM hes 
| tsoms9 odd ait dorssasr tyoy to 9moe ot dasrgsrsq pas 
¥ . et sh ab ts 199789 to bletl ead at -- yqsrentomerdo ‘a 


£ 


Sgisi yisv & Al beagsgne Jon tnemnvesvoh estes2 betinU ond © 





blett dedd at yetenbet end dtiw notdsreqo-oo nt penerno | 


coms enan ery odd 28 


abnsevodt gatnestoa et .H.I.dM :T2QORT AM 
| | . Seer 27 : 


Te 


91s ySdT .bogsgme ets yond .esY . TBS 


ANGUS, STONEHOUSE & CO. LTD. Fyosst 
TORONTO, ONTARIO 


2954 





1! helping, and initial work is being done, Of course they 
2| have a terrific cancer research fund too, but industry 

3] is doing an awful lot. 

4 MR. BRYDEN: It is working with the govern- 
ment I believe. Incidentally, may I ask if your work in 
this field is part of that programme, or are you carrying 
on independently? 

MR. FROSST: We are carrying on independentl 
The actual compound we are now investigating at the. 
clinical level was missed in the screening of N.I.H., and 
was picked up by our own people later on, 

MR. BRYDENs’ That dsrall,s 

THE ACTING CHAIRMAN: Mr. Frosst, on behalf 
of the Committee [I want to thank you and the other firms 
from Montreal for coming into the province of Ontario and 
volunteering this information. It has been a great help 
to us. Thank you, 

MR .FPROSSTs” ef appreciate: thatglsivat Dimigh 
add if you come to Montreal to see Mr. Ayerst's plant; +1 
hope you will take time, some of you, to come and see us, 
We would like to show you what we have, 

THE ACTING CHAIRMAN: Thank you very much. 
I think we will have a five-minute recess before calling 


on the next brief. 


---Short recess, 


THE ACTING CHAIRMAN: Gentlemen, we will 


call the meeting to order. Mr. Dentay of Fine Chemicals 


Of’ Canada has a brief, I believe. “Mr. Dentay? 
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i SUBMISSION OF 

2 FINE CHEMICALS OF CANADA LIMITED 

3] APPEARANCE: Mr. E.G. Dentay, president, 
4 

5 MR, DENTAY: Mr. Chairman and gentlemen, my 


6| name is E.G. pentay, and I am president of Fine Chemicals 
7\ of Canada Limited) <-Foarent ss 

8 We have been requested by this Committee to 
9| submit a statement describing the nature and activities of 
Fine Chemicals of Canada Ltd, As the name implies, Fine 
Chemicals of Canada Limited, is engaged in producing’ fine 
chemicals, While there is no generally accepted clear-cut 
definition of fine chemicals, the Dominion Bureau of 
Statistics defines them as "pure-grade chemicals used 
primarily in the pharmaceutical, food, beverage and allied 
industries", So far our activities have been devoted 
exclusively to the production of medicinal chemicals used 
by pharmaceutical laboratories as raw materials but in 
time we hope to 2xpand into other fields. 

Our operations are quite distinct from those 
of a pharmaceutical laboratory, which produces finished 
drugs in dosage forms. Our relationship to the pharma- 
ceutical industry is somewhat similar to that of a flour 
mill to bakeries. We supply bulk fine chemicals to the 
pharmaceutical industry just as flour mills supply flour 
to the bakeries’ /'*Bubl’ just as’ the flour “wil lledoes not 
prepare bread and cakes, Fine Chemicals of Canada does not 
manufacture medicines in finished dosage form. We do not 
Sell to druggists or to physicians but only to manufacturefts. 


Our products are sold under their common chemical names, 
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1 } The greater part of canada's requirements 
a\) of pfine-chénticals is beta rtimporteahtromsthey united States|, 
3] Great Britain and continental Furope. noweuér, Canada's 
4|) steadily growing demand for these products is now being 
5) met in part by domestic producers, 
6|| Fine Chemicals of Canada was responsible for 
7] Ploneering the domestic manufacturing of several pharma- 
gill ceutical chemicals, 
‘ 9|| . ; Fine Chemicals of Canada Limited was founded 


-10)' in 1939 with three objectives: 


anil bs To supply chemicals to the Canadian: pharma- 
12 | ceutical industry. 
al rae To make the Canadian pharmaceutical industry 
14 less dependent on foreign imports of. raw 
151) materials. 
16 || 3. To make use of Canadian raw atertaie and 
“47 ' by-products, 


4g|| The company was founded by the late J.S. MacLean (then 
| president ee Canada Packers Limited), jointly with S.G. 
90 Bennett, (president of Beardmore & Co. Limited) and myself 
_ I came to Canada from Furope where JI was engaged in the 
92 ‘manufacture of diverse industrial chemicals, [I received 
te ty formal if ateine at the Technical University in Berlin - 
| sail oudeth ob Gerniuy g and subsequently worked for a while at the 
3 ee Wilhelm Research Institute in Berlin-Dahlem. | 
A t fo Fine Chemical of Canada was incorporated 
27 Monee neiyrsindat the name Canadian Fine chemicals, However, 
ae rate in 1939 wie Je-Se MacLean and §.G. BeHinett ‘bia their 
| t AL dette to me,. the Company's name was changed to Fine — 


30 ‘Chemicals: of Canada Limited. In 1955, in order to broaden 
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1] the financial basis of the Company and. facilitate more 


oe Bapse deve looments athe 


OQ 


apital of the Company was sub- 
3] Stantially increased. Two major Shareholders, Fisons 
4] Limited, Felixstow, England and Dillons Chemical Company 
5] Limited, Montreal-Tcronto, subscribed to the newly-issued 
6] Shares acquiring thereby the majority of the shane capital 
7| No.major change took place in the Company's capital 
8 Structure or ownershipv until June 1960 when S.B. Penick & 
9]; Company, New York, acquired the controlling interest in 
10) the Company's shares, S.B. Penick & Company are engaged 
11) in the same type of bulk fine chemical manufacturing as 
12|| we do. 
13 Reverting to the history of the Company's 
14) manufacturing development, in 1939 the Company commenced 
15] Operations in modest quarters in downtown Toronto. The 
16 top floor of a warehouse was rented on Fleet Street where 
all operations were carried out. Due to its contacts 
with the meat packing industry, the Company began with the 
manufacture of pharmaceutical raw materials based on anima 
glands, and other meat packing by-products. The products 
made were oral liver extracts, and a whole range of glandu 
lar powders, Later on, the line was broadened with the 
addition of bile salts, dehydrocholic acid, desoxycholic 
ecid. ~cohnolic acid ,.étc. Also injectable liveyw extracts 
and pancreatic enzyme products were added, Raw materials 
for these glandular products were obtained largely from 
meat packers in Canada. 

About 1943 the Company commenced the manu- 
facture of botanical extracts and through the years has 


enlarged its line to include most of these extracts required 
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by the pharmaceutical industry. Perhaps the most importan 
2| of these botanicals are” Pocopnyllin, Aloin, OGleoresins,; 

3] Extracts of Cascara and Serega, White Willow, Wild Cherry, 
41 Golden Seal, Cocillana, Belladonna. Prior to 1943 

5 practically all botanical extracts had to be imported into 
6! canada. Today Fine Chemicals can not only satisfy Canada ' 
GOtat domestic requirements but also has developed a 
fpizeable 6xport trade the world over, Initially, herbs’ an 
other potanical raw materials were bought from merchants 
in London, Hamburg and New York. 

Today the main quantities of these crude 
Wrigesare oelLip procured "directly irom the Sources = 
Cascara from British Columbia, Senega root from Northern 
Saskatchewan and Manitoba, Ginger from Jamaica, Kola from 
North Africa, Buchu from South Africa, Rauwolfia Serpentin 
from India and Burma, Rauwolfia Vomitoria from the Belgian 
Congo, Licorice from Turkey, Wild Cherry from North 
Carolina and so forth. 

In 1946 Fine Chemicals of Canada Limited 
pecame one of the first producers of Rutin, a glucoside 
developed by the United States Department of Agriculture 
and used to combat capillary fragility and bleeding. At 
first Rutin was extracted from buckwheat grown on farms 
near Toronto but finally it was manufactured from Chinese 
Sophora Japonica Seeds and Australian Eucalyptus leaves. 

A new streamlined method of production was installed which 
enabled the Company to make Rutin at a small fraction of 


the original cost and thus to establish itself as a major 
world supplier of Rutin. Unfortunately, Rutin did not ké€e 


the original high promise it seemed to hold and consumptio 
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fell off. Our present Rutin business is insignificant, 

Since 1945, major emphasis has been placed 
on synthetic organic chemicals for the pharmaceutical 
industry; some of the more important products which have 
peen prepared are Nikethamide, Nicotinic Acid Esters, 
Dihydroxypropyltheophylline and other Theophylline 
derivatives, Mercurial Diuretics, Piperazine Salts, Lido- 
caine Hydrochloride, Salicylamide, Adrenochrome 
Semicarbazone, Oral Antidiabetic agents, and so Lorin. 
Due to the constantly changing demand, some of these 
chemicals are now no,longer produced by Fine Chemicals. 
On the other hand, since the discovery of tranquilizers, 
the Company has taken up the manufacture of some of 
the major products in this line, such as Meprobamate, 
Promazine and Chlorpromazine. 

In 1953, the production of Reserpine 
Alkaloid from the tropical Rauwolfia plant was undertaken. 
This-was also a "first" for Canada 4 os) ne manufacture of this 
recently introduced modern drug calls for involved pro- 
cesses and special machinery. It was quite a feat on the 
part of Fine Chemicals to be amongst the world's first 
pharmaceutical companies to accomplish the isolation of 
pure, crystalline Reserpine. 

From the foregoing it will become clear tha 
the Company's chemical manufacturing activities may be 
roughly divided into three categories: products of anima 
Origin and products of 
botanical origin, and synthetic organic chemicals. By 
the end of World war II, it was realized that to compete 
successfully larger scale processing equipment would be 


necessary. The Company, therefore, moved its headquarter 
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1| to Pharmacy Avenue in Scarborough where gradually a modern 
2| plant was erected on 5 acres of land with approximately 

3], 50,000 square feet of floor space. This fixed investment 
4] was financed initially with a long-term loan from the 

5] Industrial Development Bank. Over the years, several new 
6| buildings and a modern research laboratory were added to the 
7\| Original plant. 

8 Today the Company has close to one-and-a-hal 
9! million dollars worth of fixed investment in buildings 

10| and equipment of the most modern up-to-date kind. [It 

11| employs over 100 people, of whom close to one quarter 

12|| are university graduates. 

13 In order to appreciate the value of the 

14|| pioneering work carried out by Fine Chemicals of Canada, 

15) one should also keep in mind that before Fine Chemicals of 
16|| Canada rae established, Canada had comparatively little 
17|\chemical industry serving the pharmaceutical laboratories, 
18|| For this reason we could not build on existing foundations 


and had to start from scratch. 
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Chemists had to be assembled from the world 
over with special experience gained in countries with 
long-established pharmaceutical chemical industries and 
Canadian chemists had to be trained in the plant of Fine 
Chemicals to acquire the necessary knowledge and experienc 
Fine Chemicals have built up their own research department 
and are carrying out an important work of process develop- 
ment. All this has laid the foundation for considerable 
employment of brain workers in Canada and has started a 
tradition in a new branch of industry. 

At the outset we found it extremely diffi- 
cult to gain acceptance by the pharmaceutical trade. The 
Canadian laboratories were reluctant to abandon their 
regular suppliers and trust a newcomer. But Fine Chemical 
of Canada was gradually able to wear down the sales resis- 
tance and managed to convince the trade of the reliable 
purity of its products and the value of its services. 
Today practically every Canadian pharmaceutical laboratory, 
whether large or small, is a customer of ours, 

The value of the research work carried out 
at Fine Chemicals is demonstrated by the fact that this 
young, and still not large, Company has sold some processe 
that were developed in its own laboratories to some of the 
largest and best-known pharmaceutical laboratories in the 
United States and in Europe. 

The basic policy of the Company is to supply 
Canadian-made raw materials to the Canadian pharmaceutical 
industry, and to pioneer the development of new organic 


chemicals. 


Only about one-half of the items produced 
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are sold in Canada, The remainder is being exported to 
about 50 different countries'all over the world, 

In addition to manufacturing basic pharmaceu 
tical chemicals, the Company has also a compounding divi- 
Sion in which customer formulations are prepared, This 
division includes a department for injectables, a supposi- 
tory department and a solutions department, The products 
of this division are supplied to the same customers as our 
bulk chemicals, namely to the pharmaceutical laboratories, 
but they are processed into a pharmaceutically more 
advanced form: They are sold as solutions, rectal supposi- 
tories, ampoules and rubber-capped vials, 

Especially the handling and packaging of 
injectable solutions calls for great care, experienced 
staff and special equipment, Fine Chemicals of Canada 
has assembled all the necessary machinery and know-how and 
is today in the position to produce the most exacting 
Renae of injectables. The latter include lyophilized 
(freeze-dried) ampoules and vials, aseptic filling under 
neutral gases, formulations that get around incompatibili- 
ties, injections that are painless, and so forth. These 
products are supplied exclusively under the customer's 
Paves. 

To complete the picture, I should mention 
that Fine Chemicals of Canada have recently acquired and 
today wholly owns two subsidiaries, namely Lafayette 
Laboratories Limited, Toronto, which firm distributes 
farm chemicals and pesticides and Intra Medical Products 
Limited, Toronto which is a manufacturer and distributor 


of pharmaceutical specialties, 
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Pioneering is not all smooth sailing. This 
is the reason why so few companies produce pharmaceutical 
chemicals in Canada. Competition is world-wide and we in 
Canada are at a serious disadvantage against Britain, Japa , 
Continental Europe and the U.S.A. Chemical manufacturers 
south of the border have the advantage of a well-protected 
huge domestic market. The Europeans and the Japanese pay 
very much lower wages than we, their export sales are 
often subsidized and they often have access to cheaper 
raw materials, 

Most - though not all - bulk pharmaceutical 
chemicals enter this country, as long as not made in 
Canada under tariff item 208T - free of duty from Britain 
and pay 15% duty if originating in a "Most Favoured 
Nation", The latter category includes the United States, 
When "made in Canada" ae is a 15% duty on chemicals of 
Commonwealth origin and 20% if originating in a Most 
Favoured Nation, 

1961 PRODUCT LIST 


SOFT AND POWDERED EXTRACTS 


DESCRIPTION DRUG STRENGTH 
ACONITE LEAVES 1:4 
ACONITE ROOT 1:4 
ADNOIS VERNALIS 1:4 
ALETRIS ROOT 1:5 
ALFALFA 1:4 
ALOES NF VII 1:2 
ALTHEA ROOT 1:4 
ARNICA FLOWERS 1:4 


ARTICHOKE LEAVES eet 
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SOFT AND POWDERED EXTRACTS 


DESCRIPTION - DRUG STRENGTH 
ASPARAGUS ROOT 1,24 
ASPARAGUS SEED 4 
AVENA SATIVA 1:4 

BALM GILEAD BUDS 1:4 
BELLADONNA LEAVES 1,0% ALK. BP 
BELLADONNA LEAVES 1.25% ALK. NF 


BELLADONNA LEAVES 2% ALK. 
BELLADONNA ROOT 1.25% ALK. 
BELLADONNA ROOT 2% ALK. 
BELLADONNA ROOT 3% ALK. 


BENZOIN COMPOUND 


BERBERIS ROOT 1:4 
BIRCH BARK 1:3 
BLACKBERRY BARK OF ROOT 1:4 
BLACK COHOSH ROOT 1:4 
BLACK HAW BARK OF TREE 1:5 
BLACK HAW BARK OF ROOT 1:4 
BLACK INDIAN HEMP 1:4 
BLADDERWRACK 1:4 
BLOOD ROOT 44 
BLUE COHOSH ROOT 1:4 
BLUE FLAG ROOT Peg 
BOLDO LEAVES L:4 
BONESET HERB eel 
BROOM CORN SEED we 
BROOM TOPS 424 


Ul 


BRYONTIA ROOT 1: 
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SOFT AND POWDERED EXTRACTS 


DESCRIPTION - DRUG STRENGTH 
BUCHU LEAVES 1:4 
BUCKTHORN BARK 1:4 
BURDOCK ROOT 1:5 
BUTTERNUE BARK 134 
CACTUS GRANDIFLORUS Das, 
CALABAR BEANS 1:4 
CALENDULA FLOWERS eg 
CARDAMON COMPOUND 1m 
CASSIA BARK 124 
CASCARA BITTERLESS 1:4 
CASCARA 3AGRADA BARK GRAN, 1:3 
(NOT COARSER THAN 14 MESH) 

CASCARA SAGRADA BARK GRAN, 1:3 
(14-40 MESH) 

CASCARA SAGRADA BARK NF 
CASCARA SAGRADA BARK BITTERLESS aes: 
CASCARA SAGRADA BARK AROMATIC ete 
CASCARA SAGRADA BARK BITTER 1:3 
CATNIP HERB 1:4 
CELERY SEED 1:4 
CHAMOMILE FLOWERS HUNGARIAN T:4 
CHESTNUT LEAVES 1:4 
CHICORY ROOT NOT ROASTED F 
CHICORY ROOT ROASTED F 


CINCHONA BARK RED 15% TOTAL ALKALOIDS 
CLOVER TOPS RED 134 
COCILLANA BARK 1510 


COCILLANA COMPOUND DARK FOR SYRUP 
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ANGUS, STONEHOUSE & CO. LTD. Dentay 
TORONTO, ONTARIO 


SOFT AND POWDERED EXTRACTS 
DESCRIPTION DRUG STRENGTH 
COCILLANA COMPOUND LIGHT COLOURED FOR SYRUP 
COCILLANA COMPOUND HOPKINS TYPE FOR SYRUP 
COFFEE - SEE KAFA KON 


COLCHICUM CORM 1% ALKALOIDS 
COLCHICUM SEED 1.5% ALKALOIDS 


COLOCYNTH COMPOUND NF 

COLOCYNTH COMPOUND BPC 
COLOCYNTH PULP NF 

COLOMBO ROOT 1:4 
COLTSFOOT LEAVES 134 
CONDURANGO BARK 1:4 
CONIUM LEAVES 1:4 
CORN SILK 134 
COTTON ROOT BARK 1:5 
CRAMP BARK TRUE 1:4 
CUBED BERRIES 134 
CULVERS ROOT 1:4 
DAMIANA LEAVES i354 
DANDELION ROOT 1:3 
DEERTONGUE , LEAVES F 

DOGGRASS 133 
DOGWOOD BARK JAMAICA 1:5 
DROSERA HERB 1:4 
ECHINACEA ROOT 1:4 
ELDER FLOWERS 1:3 
ELECAMPANE ROOT 1:4 
EPHEDRA HERB 1:5 


ERGOT 1:4 
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ANGUS, STONEHOUSE & CO. LTD. Dentay 2967 


TORONTO, ONTARIO 


SOFT AND POWDERED EXTRACTS 


DESCRIPTION - DRUG STRENGTH 
EUCALYPTUS LEAVES 1:4 
EUPHORBIA HERB 15 
FOENUGREEK SEED F 


FOENUGREEK SEED SPECIAL FLAVOUR F 


FRINGE TREE BARK 133 
GALEGA HERB £4 
GELSEMIUM ROOT 1:4 
GENTIAN COMPOUND BPS 
GENTIAN ROOT re 


GINGER ROOT 
GOLDEN SEAL ROOT 9-11% ALKALOIDS 
GRINDELIA HERB 1:4 


GUATAC GUM STRAINED LUMP 


GUARANA 1:4 
HAWTHORNE BERRIES 1:4 
HELLEBORE ROOT AMERICAN 1:4 
HELLEBORE ROOT BLACK 133 
HELONIAS ROOT V4 


HENBANE LEAVES NF 0.155% ALKALOIDS 


HENBANE LEAVES BP 0.3% ALKALOIDS 








HICKORY BARK 1:4 
HOPS Lisl 
HOREHOUND HERB F 

HORSE CHESTNUTS P:4, 
HORSE CHESTNUT BARK 1:4 


HORSE TATL RUSH 1:4 
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ANGUS, STONEHOUSE & CO. LTD. Dentay 2968 


TORONTO, ONTARIO 
SOFT AND POWDERED EXTRACTS 
DESCRIPTION DRUG STRENGTH 


HYDRANGEA ROOT 1:5 


IPECAC ROOT 10.4% ALKALOID 


IPECAC ROOT 11.4% ALKALOID 


JABORANDI LEAVES 1:4 


JALAP ROOT 32% RESIN 


JAMBUL SEED ee 
JAVA TEA 1h 
JUNIPER BERRIES 1:3 
KAFA KON (COFFEE) F 

KAVA KAVA ROOT 1:5 
KOLA NUTS 1:4 
LADY SLIPPER ROOT 1:4 
LICORICE ROOT USP 


LICORICE ROOT 


LIFE EVERLASTING 1:4 
LIFE ROOT PLANT 1:4 
LOBELIA HERB 1:4 


LOBELIA HERB 2% ALKALOIDS 


LOVAGE ROOT F 
MANACA ROOT 1:4 
MANDRAKE ROOT een 
MAPLE BASE IMITATION F 


MAPLE FLAVOUR BASE HOPKINS TYPE i 
MISTLETOE HERB IMPORTED 1:4 


MOUNTAIN MAPLE 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 


Dentay 


SOFT AND POWDERED EXTRACTS 


DESCRIPTION 
MUIRA PUAMA 
MULLEIN LEAVES 
MUSK ROOT 


MYRRH GUM 


NETTLE HERB 


' DRUG STRENGTH 
1:4 
1:4 
1:3 


NUX VOMICA 7.0-7.75% STRYCHNINE 


NUX VOMICA 


ORANGE PEEL BITTER 


ORANGE PEEL SWEET 


PAREIRA BRAVA 
PARSLEY SEED 
PASSION FLOWER HERB 
PEONY ROOT 

PICHI TOPS 

PINK ROOT 
PIPSISSEWA HERB 
PLUME THISTLE 
POKE BERRIES 
POKE ROOT 
PRICKLY ASH BARK 


PULSATILLA HERB 


QUASSTA 
QUEBRACHO BARK 


QUEEN OF MEADOW ROOT 


1:4 


1:4 


1:4 


Lee 
1:4 
ret 


RAUWOLFIA SERPENTINA ROOT 8% ALKALOIDS 
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ANGUS, STONEHOUSE & CO. LTD. Dentay 
TORONTO, ONTARIO 


SOFT AND POWDERED EXTRACTS 


DESCRIPTION ' DRUG STRENGTH 
RHATANY ROOT 1:4 
RHUBARB ROOT INDIAN 1:2 
RHUS AROMATIC BARK 124 
RYE 1:6 
SAGE 35 
ST, JOHNS BREAD F 
SANDALWOOD Ley, 
SARSAPARILLA COMPOUND 1:4 
SARSAPARILLA ROOT 1:5 
SASSAFRAS BARK 1:34 
SASSAFRAS BARK (WATER SOL.) F 
SAW PALMETTO BERRIES 1:3 
SCOURING RUSH 1:4 
SCULLCAP HERB 1:4 
SENEGA ROOT 1:3 
SENNA LEAVES 1:3 
SENNA PODS 1:3 
SERPENTARIA ROOT 124 
SNAKE ROOT CANADA 1s 
SOURWOOD LEAVES 1:3 
SPIKENARD ROOT 1:4 
SQUAW VINE Ti sdf 
SQUILLS WHITE 1:2 
STILLINGIA ROOT 1:4 
STONE ROOT 124 


STRAMONIUM LEAVES 0,9-1.10% ALKALOIDS 


STROPHANTHUS SEED Ate 
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ANGUS, STONEHOUSE & CO. LTD. Dentay 2971 


TORONTO, ONTARIO 


SOFT AND POWDERED EXTRACTS 


DESCRIPTION - DRUG STRENGTH 
TAMARINDS F 
THYME COMPOUND 1:4 
THYME LEAVES | 134 
TRIFOLIUM COMPOUND 1:4 
TWIN LEAF 1:4 
UVA URSI LEAVES 1:3 
VALERIAN ROOT wy 
VIBURNUM OPULUS BARK 1:4 
VERATRUM VIRIDE 1:4 
WAHOO BARK OF ROOT 1:4 
WATER CRESS 1:4 
WHITE PINE BARK 1:4 
WHITE PINE COMPOUND 1:4 
WHITE WILLOW BARK 1:4 
WILD CHERRY BARK 1:4 
WILD INDIGO ROOT 1:4 
WILD LETTUCE LEAVES 1:4 
WILD THYME 1:4 
WILD YAM ROOT 1:4 
WITCH HAZEL BARK 1:4 
WITCH HAZEL LEAVES 134 
WORMWOOD F 
YELLOW DOCK ROOT ie 
YERBA SANTA HERB iA 


YOHIMBE BARK 1:4 
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ANGUS, STONEHOUSE & CO. LTD. Dentay 2972 


TORONTO, ONTARIO 


PRODUCTS OF ANIMAL ORIGIN 


DESCRIPTION DRUG STRENGTH 
DIASTASE (PANCREATIC POWDER) 1:50 
DUDDENUM POWDER 1:6 


HOG STOMACH POWDER (VACUUM DRIED) 1:6 


MAMMARY SUBSTANCE POWDER 1:8 
ORCHIC POWDER 1:7 
OVARY WHOLE GLAND POWDER N.F. 1:6 
PANCREAS SUBSTANCE POWDER 1:6 
PANCREATIN POWDER NF. 


PANCREATIN POWDER 2 N.F. 

PANCREATIN POWDER 3 N.F. 

PANCREATIN POWDER 4 N.F. 

PEPTONE MEAT POWDER 

PITUITARY POSTERIOR LOBE POWDER U.S.P. 


PITUITARY POSTERIOR LOBE EXT. 
10 1,0, 7PER CO. ( OBST.) 


PITUITARY POSTERIOR LOBE EXT, 
20°LiU.PPER  ecy (SURG.) 


RED BONE MARROW GLYCERINE EXT. 

SPLEEN POWDER 1:5 

THYMUS POWDER N.F. 1:6 

THYROID POWDER 0.2% OSD/USP 

TRYPSIN (1:75 PROTEOLYTIC ACTIVITY) 
ALKALOIDS AND GLUCOSIDES 

ALOIN NF. 

RESERPINE 1% TRITURATE 

RUT IN N.F, 

RESERPINE PURE CRYSTALLINE 


RESERPINE 10% TRITURATE 
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ANGUS, STONEHOUSE & CO. LTD. Dentay 
TORONTO, ONTARIO 


BILE SALTS AND DERIVATIVES 
DESCRIPTION - DRUG STRENGTH 
HOG GALL & OX GALL 50% MIX. POWDER 
EXTRACT OF HOG GALL 
EXTRACT OF OX GALL POWDER N.F. 

OX GALL DESICCATED POWDER 
HOG GALL DESICCATED POWDER 
EXTRACT OF OX GALL GRANULAR N.F. 
LIVER EXTRACTS 
LIVER DESICCATED POWDER NF. 


LIVER FRACTION 1 WATER SOLUBLE 
PASTE 70% ALCOHOL SOL. FRACTION NF. 


LIVER CONCENTRATE POWDER N.F, 

LIVER FRACTION 11 POWDER 

70% ALCOHOL INSOLUBLE FRACTION NPs 
MISCELLANEOUS 


BONE MEAL POWDER PHARMACEUTICAL 
CAPSICUM POWDER 
PAPAIN POWDERED, EAST AFRICAN 


CAPE ALOES POWDER 





ERGOT GROUND AND DEFATTED Boris 
FLUID EXTRACT IPECAC ROOT [Ree ae 
CONCENTRATIONS 
BLACK COHOSH ( CIMICIFUGIN ) 1:6 
LEPT ANDRIN 1:6 
RESINS 
APTOL GREEN OLEORESIN Bike. 
CAPSICUM OLEORESIN Mir, 
PODOPHYLLIN EX EMODI Dyes 


BLACK PEPPER OLEORESIN 


JALAP RESIN Nek. 
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ANGUS, STONEHOUSE & Co. ie Dentay 2974 


TORONTO, ONTARIO 


RESINS 
DESCRIPTION - DRUG STRENGTH 
SCAMMONY RESIN POWDER N.F, 
CHEMICALS 


ee rns 


ACETAMINOPHEN (N-ACETYL PARA AMINOPHENOL ) 
ADRENOCHROME SEMICARBAZONE 
DIHYDROXYPROPYL THEOPHYLLINE 
GLYCERYL GUAIACOLATE (GLYCERYL GUAIACOL ETHER) 
ETHYL NICOTINATE 
N-HEXYL NICOPINATE 
METHYL NICOTINATE 
_ OXYETHYLTHEOPHYLLINE 
PIPERAZINE HEXAHYDRATE 
PROMAZINE HYDROCHLORIDE 
SALICYLAMIDE POWDER 
SALICYLAMIDE GRANULAR 
STILBOESTROL BoP. 
TERPIN HYDRATE POWDER NF. 
ANTIBIOTICS ~ 
BACITRACIN U.S.P. 
BACITRACIN U.S.P. MICRONIZED 
BACITRACIN ZINC 
BACITRACIN ZINC MICRONIZED 
BACITRACIN METHYLENE DISALICYLATE VETERINARY GRADE 
GRAMICIDIN N.F. 
NEOMYCIN PALMITATE 
NEOMYCIN SULPHATE U.S.P. 
NEOMYCIN SULPHATE U.S.P. MICRONIZED 


NEOMYCIN SULPHATE NOT U.S.P. (COMMERCIAL OR 
VETERINARY GRADE) 
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ANTIBIOTICS 


NEOMYCIN SULPHATE NOT U.S.P. (COMMERCIAL OR 
VETERINARY GRADE) MICRONIZED 


TYROCIDINE HYDROCHLORIDE 
TYROTHRICIN N.F, 
TYROTHRICIN N.F, DEFATTED 

This, Mr. Chairman, I think 1s all I have 
to say about our company. 

THE ACTING CHAIRMAN: Thank you very much, 
| Mr, Dentay. Would you care to answer some questions, 
please? 

MR. DENTAY: Yes, 

MR, RICE: Mr, Chairman, Mr, Dentay, could 
you tell us something about the present policy of Fine 
Chemicals when they sell to the manufacturers? Is there 
a price list or do you negotiate your prices or what? 

MR. DENTAY: Well in general we have a price 
list which is changed very often, because prices may 
change very rapidly, on some of our products, so that we 
send out a list which contains catalogues of the products 
and we have naturally our salesmen and there are not so 
many people, there are a few dozen companies who we have 
to visit regularly, and of course we bring any price 
changes to their attention, 

MR. RICE: Does your price decrease with 
volume buying and so on? | 

MR, DENTAY: There are many factors to 
naninider: Of course, if volume is bigger, other things 
being equal, then prices will go down, 


MR. RICE: So a large purchaser from you 
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| could buy generally at a lower price than the smaller 
purchaser? 

MR, DENTAY: That could be, yes. 

MR. RICK: And you commented that prices 
have changed recently. Could you tell us what would 
| cause the prices to change? 

MR. DENTAY: Perhaps I should say we are in 
three groups or categories of products, which I have 
mentioned, products of animal origin, products of botanical 
origin and synthetic organic chemicals, 

We have found in recent years perhaps since 
the war the botanical and glandular prices change very 
Slowly and very slightly, and very little up and down 
according to the crop, for example, in that season of pigs, 
and these prices go up and down perhaps with a very gentle 
downward slope all the time. Now with synthetic chemicals, 
generally they have a dramatic history. They start out 
with a very high price and gradually, in 8 or 10 years, 
they fall to a small fraction of it. 

This is I think because of two distinct 
reasons. One is that we must do so much research at the 
beginning, and also there are other expenses, for example, 
spoiled batches which can happen in a new product very 
much more than if it is fully developed, 

And, of course, as soon as people want to 
get the product, but also want to get the product cheaply, 
there is international competition in finding better 
| methods, Sometimes when the product was originated 
it. started out with 100 parts and the next year it was 


maybe down to only 80 parts and then 50, and then perhaps 
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1] just one, so that there might be a tremendous change in a 
2| newly developed product as the technology of it developed. 
3 Very often you get a different type of plant. 
4| 1 mentioned the reserpine plant which was one of the 

5| first tranquilizing drugs and used for high blood pressure. 
6 It was first made out of an Indian plant, Rauwolfia, and 

7 later on India tried to follow a rather popular policy, 

8] I believe, of putting an embargo on this. They wanted to 
9| make it mandatory to buy it through them. Instead of that, 
10| everybody went out looking for another source and found it 
11|| in the Belgian Congo where it was very much cheaper and 

12| very much better and so the price naturally will drop if 

13|| you can switch, 

14 I mentioned a case of Rutin, If you extract 
15||1t from buckwheat, you only get 2% of the active stuff. 

16|| Then we found this plant, Japonica, from which you get 13 
17] or 14 or 15%, and that alone can lead to a dramatic price 
18] drop, and similar developments take place both in raw 

19] materials and better utilization and better yields for 

20| years and years, and the price of a new product usually 

21] drops. 

22 MR. RICE: You mention about the new 

23|| companies that you have incorporated, subsidiaries of 

24 your company. It would appear that your company has also 
25 ||experienced an expansion of business or a rapid growth of 
26| business in the post-war era, Did you make that observa- 
27 | tion? 

28 MR. DENTAY: I was hoping for a much more 

29 rapid development than the one that took place. We hope. 


30 that the future holds a further development, 
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MR, RICE: Are there any other Canadian 
companies competing against you, in other words, Canadian 
companies manufacturing raw materials and competing with 
you for the manufacturers! dollar? 

MR. DENTAY: There are a few who are of 
the same class in Canada, but sometimes they sell another 
product which is different, There is Canada Packers who 
have a fine chemicals division, who are also manufacturers 
of bulk chemicals, and Delmar Chemicals Limited in Montrea 
who make chemicals in bulk. 

MR. RICE: Do you feel in the main that the 
most serious competition comes from outside Canada? 
MR. DENTAY: Yes, very much so. 
MR. RICE: Do the members of the Committee 


have any questions to ask Mr. Dentay? 


THE ACTING CHAIRMAN; Mr, Lavergne? Mr. 
White? 

MR. WHITE: Yes, I have two or three ques- 
tions, Mr. Chairman, 


Could you tell the Committee, Mr, Dentay, 
what percentage of the fine chemicals consumed in Canada 
would be made here in Canada? 

MR. DENTAY: Do you mean altogether, not 
just for our company? 

MR. WHITE: No, 

MR, DENTAY: At this moment I could not 
give ha Tf Legare, 

MR. WHITE: Would you think it might be 152 


or 10% or 25%? 


MR. DENTAY: Lereally just don't know. I 
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don't think the answer I would give would be of much value 

MR, WHITE: It is a small fraction, though? 

MR. DENTAY: -It is still a small fraction, 
yes, but it is growing, 

MR. WHITE: You mention at the bottom of 
page 4 that your company has taken up some of the major 
products in the tranquilizer line such as meprobamate. 

MR. DENTAY: Yes, 

MR, WHITE: And several others? 

MR. DENTAY:.. Yes, 

MR. WHITE: ° Do you deliver those in the 
finished form as consumed by the patient? 

MR, DENTAY: No, we deliver in bulk and it i 
made up by our customers into tablets or suppositories. 

We mentioned in smaller companies usually we manufacture 
ampoules where it is closer to the finished form, but it 
is not really the finished form because they have to label 
it and box it, and add their instructions for use to it, 

MR. WHITE: Let us take meprobamate., Would 
you provide that in drums? 

MR, DENTAY: Yess 

MR, WHITE: Is this a powder when it leaves 
your plant? 

MRVGDENTAY: Yes it is. 

MR. WHITE: When it gets to the pharmaceuti- 
cal manufacturing company, do they process it further or 
| do they simply package it? 

MR. DENTAY: Well, they have to make a tablet 
out of a powder so it is quite a bit of processing and 


| sometimes a coated tablet may be an even more involved 
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| operation, 

MR, WHITE: But this is a physical thing, 
it is not a chemical change? 

MR, DENTAY: Yes. Mostly we deliver it in 
final chemical form, Perhaps there might be here and 
there an exception where we supply an intermediate that 
is finished off by the customer, but that would be rather 
an exception, I believe, 

MR, WHITE: Would you ever provide this 
drug, meprobamate, in pill form? 

MR. DENTAY: No, we would not. We don't 
even possess a tableting machine, We would not be able 
to. 

MR. WHITE: Would you mind me asking what 
the price is per pound, or is it sold by one-hundred pounds? 

MR. DENTAY: A pound or kilo, 

MR. WHITE: What is the price per pound of 
meprobamate to the pharmaceutical manufacturer? 

MR. DENTAY: Expressing it in pounds, perhap 
$2.60. I may be out a few cents. 

MR, BRYDEN: How many tablets would a pound 
make? 

MR, DENTAY: A kilo will make 2,000, so 
just about a thousand. 

MR. BRYDEN: A pound makes about a thousand 
tablets? 

MR. DENTAY: I am saying that a kilo makes 
about 2,000, yes, close to that, 

MR. WHITE: May I ask what percentage of 


| your company is now foreign-owned? 
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1 MR. DENTAY: I beg your pardon? 

2 MR. WHITE: What percentage of your company 
3] is now owned by foreign interests? 

4 MR, DENTAY: The large majority anyway, I 

5] think, but I could not say definitely, but it has definitely 
6|| the controlling interest, 

7\\. MR. WHITE: Is Jules Gilbert a customer of 
8] your company? 

9 MR. DENTAY:: I think so in certain products. 
10| I think we have ‘supplied him, Not very large sums are 

11| involved, though. 

12 MR. WHITE: Has any attempt ever been made 
13| to discourage you from selling to Jules Gilbert or any 

14|| other pharmaceutical manufacturer? 

15 MR. DENTAY: No, 

16 MR. WHITE: I think you mentioned solutions 
17|| and rectal Suppositories and a couple of other products 
18||are sold by you in the same form they are used by the 

19|| consumer. Am I correct? 

20 MR. DENTAY: Yes, 

21 MR. WHITE: And they are packaged under the 
22) customer's label? 

23 MR, DENTAY: Well, the customer would do 

24) the packaging. The word "packaging" is misleading. When 
25we put that into the little bottles, we can call that 
26||\packaging. We prepare the ultimate dosage form, but they 


27 ||\do the packaging, 
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MR, WHITE: And would you know from your 
experience how the cost of that vial as sold to the 
pharmaceutical company compares to the cost on the druggist's 
shelf? Would it be 10%, 20% or 3049 

MR. DENTAY: Well, I could not say. I 
think that the individual cases might differ tremendously 
because they have their expenses of promotion and sampling 
and advertising and even packaging is so different so in 
one instance it may be smaller and in another instance it 
may be much larger and probably very different for a produet 
that is regularly running and has been in use for the last 
twenty years. There may not be as much expenditure on 
Something like that compared to a new product. 

MR. WHITE: Do you in some cases supply that 
vial with a label on it all ready to go to the drug store? 

MR. DENTAY: With a label on it all ready 
to go, but the pharmaceutical man has to decide. 

MR, WHITE: The’ solutions in the vials and 
the labels on the vials, are they packaged in cardboard 
boxes or something like that? 

MR. DENTAY: No, they would go in bulk. 

MR, WHITE: They would be shipped in bulk 
to the pharmaceutical manufacturer and he would putthem 
Pnkboxkes! ofa dozen or. ‘ones hundred? 

MR. DENTAY: Yes. 

MR. WHITE: Could you give us an example of 
a product you sell like that? 

MR. DENTAY: Let us say» the most important 
one is the vitamin injections, maybe fowor five vitamins 


and it is a very difficult thing and unstable, We take it 
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we do not expose it to any heat but freeze it to ice and 

that is evaporated and the cold and heat a little soluble 
product remains at the end so the doctor has to ta jgect ia 

little water in the Syringe and put in the whole thing. 

MR, WHITE: You likely supply hundreds of 
these different types of vials to a number of different 
pharmaceutical manufacturers but there must be several 
that are large in volume and I am wondering if you could 
not take one of the most important examples of these 
products that you supply. 

MR. DENTAYs: I just wonder if I could answer 
that without hurting the confidence that these companies 
place with us. I do not think they would like us to Say. 

MR. WHITE: What I am interested in finding 
out and I think you know the answer is if you Supplied a 
vial of chemical X with a label then really that is the 
same form in which it is going to be used by the patient? 

MR, DENTAY: Yes, probably. 

MR, WHITE: You undoubtedly know a great 
many of the products which you supply in this vein and 
you have undoubtedly seen some of them on the druggists! 
Shelves because you go into the drug stores and you are a 
chemist and you see your own products. I am very interested 
t know if the: price being charged by the retailer is tén 
times or twenty times or fifty times your selling price. 

I rather think you know the answer to that and if you do 
Tiwowlhd bike :t.o near yi ti 

MR, DENTAY: Well, you are through a whole 

gamut .of pricing. I think in some instances on a competitive 


product it may be quite low and I think you have heard in 
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the course of these hearings what is approximately the 
margin but you cannot go just by that alone, As I men- 
tioned a minute ago, it is very difficult. I Suppose [ 
would have to look this up in order to answer this 
question, 

MR, WHITE: Could you give us an approximate 
range then? Are your products being sold from ten times 
to fifty times the price you put on them? 

MR. DENTSY: tIb¢do motrthinkcso, I think 
likely it is much less. After all, you are dealing 
usually with small firms because the larger firms have 
their own departments and with a few exceptions we would 
be dealing with the small, medium to small firms. Now, 
those I think make a regular mark-up, I should say an 
average, emphasizing sufficiently that I do not know, but 
as a wild guess two and a half times, If it costs 40 cents 
it may be sold at $1.00. 

MR, BRYDEN; This would be on a product whic 
when it leaves your premises is ready for use except for 
Such packaging as may be necessary? 

MR, DENTAY: Yes, and, of course; there is 
very much further work that goes on which fortunately I 
do not have to look after. That is finding out the toxicity 
and getting permission from the Health Department if it 
is. a new product and looking into the stability on the 
shelves, All that may entail very considerable work, 
The raw material very often accounts for very: little, such 
products ina little glass bottle which would cost more 
than what we put into it -- the packaging material may 


cost more than the chemical ingredient. 
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MR, WHITE: Well, I will leave this line of 
questioning but it seems to me that that two and a half 
times would be =-- I think that is much too low when you 
consider that the retail price is approximatély double the 
wholesaler's cost from the manufacturer I would think it 
would have to be at least four times. 

MR. DENTAY: What I was speaking of at what 
price it would be sold to the wholesaler. 

MR. WHITE: I beg your pardon? 

MR, DENTAY: I did not mean the price to 
the public so those two things would tally quite well. 

MR, WHITE: Those are all the questions I 
have, 

MR, BRYDEN: Could you tell us, Mr. Dentay, 
the firms to which you supply the product Meprobamate or 
however you pronounce it, 

MR. DENTAY: It is just like schedule and 
schedule 5 

MR. BRYDEN: It is a matter of personal 
preference? 

MR, DENTAY: Yes, in the States they pronounte 
it differently to what we call it in Canada but it is the 
same thing. 

MR, BRYDEN: Whatever it is called, what are 
the firms to which you supply this drug in bulk form? 

MR, DENTAY: We have been licensed by the 
Carter Company and they have other licensees to whom they 
sell. 


MR, BRYDEN: Well, the Garter Company is the 


company whichproduces the product known.as Miltown? 
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MR, DENTAY: Yes, but they manufacture the 
chemical too, 

MR. BRYDENs: They discovered the chemical 
and market it under the name of Miltown? 

MR. DENTAY: Yes, 

MR. BRYDEN: Does thetr agent in Canada on 
this drug obtain its Meprobamate from you? 

MR. DENTAYs Yes. 

MR, BRYDEN: Does the Gilbert Company? 

MR, DENTAY: No. 

MR. BRYDEN: Does wyeth? 

MRé rDENTAY :WeYesy 

MR. BRYDEN: The firm which you described 
as Intra Medical Products Limited which is a Subsidiary 
of your company? 

MR. DENTAY: They buy from us. 

MR, BRYDEN: And they market it under the 
name of Tranquiline? 

MR, DENTAY: Yes. 

MR. BRYDEN;: And as far as the raw material 
1s concerned it is the same drug that goes into all three 
of those items? 

MR, DENTAY: Yes, there may be some niceties 
which are chemically very unimportant but financially quit 
important... The crystalline structure of the material, 
whether a certain fine crystalline powder or some grosser 
grain.» The tablet they press out of it should dissolve 


quickly enough for you to swallow it and should be very 
readily disintegrated. On the other hand, it shoyld not 


break while it is in your hand or in the bottle, It has 
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1] been a long, long fight and we have had many troubles in 
overcoming this difficulty to have it just in the right 
shape to make it easy for the tablet to remain a tablet. 

MR, BRYDEN: ~Well, you supply it then to 
the three manufacturers I have mentioned in the same form 
which is designed to make it easy to put in tablet form? 

MR; DENTAY: Weli3y the-last “time E’saw ft 
it was in a state of flux, it was not quite sure where 
they found it. Every company has different tableting 
machines and probably also their experience, the technical 
work they have done, one element will swear by one and 
another by another one, We would like to make it uniform, 
naturally, because it causes less trouble to us. 

MR. BRYDEN: But you supply it as best you 
can to suit their different processes? 

MR, DENTAY: ~-Yes, "we -do. 

MR, BRYDEN: As far as the product Tranquiline 
1s concerned put out by your subsidiary, do you consider 
that you have a satisfactory tablet in process in the 
manufacture of that product? 

MR, DENTAY: Yes, 

MR. BRYDEN: How does your price to the 
wholesaler, the price of your subsidlary compare to the 
product as say with the price for Miltown? Have you the 
information on that? 

MR, DENTAY: I really do not know what 
Miltown sells at. 

MR, BRYDEN: What does your product sell 
at? 


MR, DENTAY: Iam afraid I do not even know 
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that, but probably the same, It is probably somewhere 
near, but I do not’ know. I would be very glad to get 
that for the Committee and it is very easy. Iwas just 
not prepared for the question. It should not cause any 
difficulty to ascertain what the selling price today is 
and I can tell you what is approximately the price for it, 

MR. BRYDEN:. Well, could you say it is a 
matter of policy, is it the aim of the Intra firm to sell 
at the same price as the others or at a lower price? 

MR. DENTAY: Well, in lots of instances [ 
Suppose a smaller company who cannot afford to spend so 
much on advertising will try to make a price concession 
but at this moment Tranquiline sells lower than Miltown, 

I really do not know. 

MR. BRYDEN: Are there any other manufacturers 
in Canada to whom you supply significant quantities of 
Meprobamate? 

MR, DENTAY: No, Well, the American company 
but they do not use very much on the American side. 

MR. BRYDEN: And do they market the drug 
as such or do they just buy it to combine with other drugs 

MR, DENTAY: They buy it only to combine, 

MR, BRYDEN: Who do you provide with 
Promazine and Chlorpromazine in this country? 

MR, DENTAY: We have perhaps a dozen cus= 
tomers for Promazine and for Chlorpromazine we are only 


licensed to sell to the patent owner himself. 
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| 1| MR. BRYDEN: That is Poulenc Ltee? 
2 MR, DENTAY: Yes. 
J MR. BRYDEN;: They purchase from you, do they? 
4 MR. DENTAY: Yes. 
5 MR. BRYDEN: Do you know what percentage of 


6| their supply of that drug for use in Canada they get from 


7 you? 

8 MR, DENTAY: I have been asked this very 
9| often, 

10 MR. BRYDEN: You would like to know. 

11 MR. DENTAY: They wouldn't be asking very 


12] often if they knew the answer, 

13 MR. BRYDEN: Can you tell me the prices you 
14) charge for that drug? 

15 MR. DENTAY: I just wonder whether I am 

16|| really on proper ground if I answer questions like this 
17|| without consulting with Poulenc's? 

18 MR, BRYDEN: I would be very interested in 
19| finding out. I don't wish to embarrass you, sir. I 

20:| certainly wouldn't want to harm you in relation to 

21|| competitors, but 1 would certainly be interested in knowin 
22|| what prices they pay you and then after allowing for all 
93|| the factors that go into it what price they sell the 

94|| finished product to our institutions, 


25 THE ACTING CHATRMAN: I think it would be 









96| fairexn.“ "to get the price from the company that is 


27 || manufacturing. 
28 MR, BRYDEN: That is a@ company we as a 
29'| Committee can't get at, because they are located in the 


30] Province of Quebec and their head .... 
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MR, LAVERGNEs Quebec is in Canada, 


MR. BRYDEN; Our Subpoenas are not applicabl 


there. 

MR,, DENTAY:. Could i»file that as confidential 
information? 

THE ACTING CHAIRMAN: I think that would be 
best. 


MR, RICE: I was going to suggest if Mr. 
Dentay prefers to file that as confidential with the 
secretary it will be available for the Committee to peruse, 
it-won'’t be fopthe.general.public. Also, Mr, Dentay, 
have -voulayprice lists 

MR. DENTAY: . No, I have no price, list. 

MB, Beha YOU GOMpARY wa s4s 

MR, DENTAY:. I have this eatalogsue. f try 
to explain, this extract for instance, that may change 
from ons day,cto the other, yl may have to correct the 
whole thing. 

MR. .RICEs.,You have no established. price 
list? 

MR, DENTAY: No, it is not practical. 

MR. BRYDEN: At the same time you file ona 
confidential basis the information about Promazine and 
Chlorpromazine can you also file such information confi- 
dentially on the products that Mr. White was enquiring 
about, some of these products that you Supply ..... 

MR, DENTAY: In finished form, 

MR. BRYDEN;: In almost finished form. As 
far as Promazine is concerned what is the trade name of thht 


product, that that goes into when it goes onto the market, 












a 





‘yetned 










.8be0s0. nt at osdeyQ  :3uOTRVAL ,AM 


7 






sideotiqas Jon S78 asnsoqdya 190 2:VEGCYAE 



























igtsnebLinos es dedd ef[tl I blyed sYATMRC .AM 
OE | R07 3c . | gnoltsmrotal 
ed bluow gadd ximtd? I sMAMAIAHO DMITOA QHT 


| tacd 


sit Adiw fetineblinoos as tent sltt ot arsterq yedasd jo 
Saureg o¢ secilmmod sid rol sidelteve od [ftw JE yrsterose Jor 
WEINeD .1M:, ,o#fA .otidug [sreneqg: edierot sd t' now. dT tt 
Pell, soivg 68 poy evBA Icy 


evetl sotig.om sved I ,OM s¥ATHMEC .AM Sr 





eevee YMSQMOSD tyOY :A0LA-. AM iat 


tM If Jaeggya.od,zaton asw I.» 28DIA .AM 
yidt,I  .opgoletso eidd eyed I sYATMaC .aM | ar 


Sansdo yen Vedd ,sonstant rot dosidxe atdd? anisiqx® od ja; 


. | odd Josrxo9 o¢ Sven yem LT), .reddo, odd of yeb sno, mort ict 
| »goidd—siodw a 
| sofiq bedalidsiae on even woY, 2: HOLA , AM | a 
. ftjetL jos 

efeotjosrg dom 8f gf ,ou.- 2 YATVAC) AM ‘ei 
, 8 Qo OLlt.voy sald emse sd? 3A... :MadYAa . AM ier ice 


bas, salssmorg.dvods aotssemrotnl edd etesd Istinebttaos aN 


~finos aoicemroinit dove eitt osls soy. as9 satissmorqrolAd fa 

| 
silitvupn® abwetidW ,iM denis atowborg edd no yifetitneb | 2g 

, 
| coves Ylgque woy Jedd evouhotg seedd.to amoa ,tuods lac 


mrol bsdeinkt al sYATWSdC AM 






2A -.m%0% Bedainit geomils aI +;WSQYAS . AM 
ey, | 


Igdd Yo emsq gherd, edd BE Jedw beaxsone0s ak. satssmorg | 


28.18% |e¢ 














Jextsm Sid odo a90y Ti nedw odmt, asog Jedd tedt etouborg fog 
L? £ 9GRe (Oe oe Ae Dee eae 
7 9 , 4 F 5 
ai - exe 





ANGUS, STONEHOUSE & CO. LTD. Dentay 299%: 


TORONTO, ONTARIO 





Largactil? 

Mey *DENTAYs* heareaeuis ts chlorpromazinel. 

MR, BRYDEN: I take it you don't supply 
chlorpromazine to this company? 

MAR.’ DENTAYT: ~ Not very much, no, not: very 
large quantities, 

MR, BRYDEN: You do supply some? 

Me DENTAY*:  ¥es*% 

MR. BRYDEN: What does promazine go into, 
what is the trade name for that, Sparine? 

MRY- DENTRY?~ Sparine’ 

MR. BRYDEN: What companies get Reserpine 
from you? 

MR, DENTAY:* Very, very many, usually in 
Small quantities. JI would say we must have at least a 
dozen, perhaps considerably more consumers for Reserpine 
in Canada, The quantrerées are usually-very, very’ suai. 

MR, BRYDEN:° Does that» mean there are more 
competitors in the supply of that drug than in the supply 
Of the other in’thrs*country? 

Mrs DENTAYS *YEs, it has become a very 
Sompetitive drugs: “TU*nhas dropped* in” price something 
fantastic, around 80%. 

MR, BRYDEN: What has happened to promazine 
and chlorpromazine atthe hospitai-level, shail-we~say, 
has the price gone down substantially on that? 

MRe DENTAY: Youvsee* T*neéever'zet really 


interested in the hospital level. 


MR; BRYDEN: Because you never deal with 


them? 
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1 MR, DENTAY: No; oficourse I read it as-an 

2) interested layman. 

3 MR. BRYDEN: Do you supply promazine and/or 
4 chlorpromazine to any generic houses or do you just supply 
5] it to the patent holders? 

6 MR. DENTAY: Promazine, I suppose we do 

7|| Supply to everybody simply because we managed to get our 

8] Price below the importers! price. Once somebody doesn't 

9| think patents are binding then he will import it irrespectlive 
10| whether it is said to infringe the patent or not and there 
11| 18 no point for us even to try if we know he can get it 

12| cheaper than our cost. It is not our unwillingness, it 


13| 18 not practical, If somebody insists on buying only 





























14) licensed material they might have to pay a higher price 





15} On account of the higher tax. Promazine isn't one of 

16|| these. 

17 MR, BRYDEN: You would supply that to any 

18|| firm that could make a deal with you, would you? 

19 MR, DENTAY: Yes. 

20 MR, BRYDEN: Can you name some of the generi 


21|| houses that purchase from you? 





+ MBs DENTAYsenk think Empire is one. I don't 
23) know the firms very well. I think Empire Chemicals and, 
94|| of course, Mr. Gilbert. 

25 | MR, BRYDEN: Does Mr. Gilbert purchase that 


26|| particular drug from you? 





27 MR, DENTAY: What, promazine? 
28 MR, BRYDEN: Yes. 
29 MR, DENTAY: I don't know. I will jot these 


30 questions down. 
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MR. BRYDEN? They 'will°be put in the record 





anyway. tam rather interested if it is possible for you 
to give us the answer, in receiving it. On page 8 you 
make some reference to the question of tariff. You 
mention all pharmaceuticals not manufactured in Canada come 
free of duty from Britain and pay 15% duty as originating 
in a Most Favoured Nation. Do you know offhand what the 
duty is for products originating not in Great Britain or 

a Most Favoured Nation? 

MR. DENTAY: Maybe 254. 

MR. BRYDEN: And the. second category, Made 
in Canada, what would the duty be? 

MR. DENTAY: .Where? 

MR, BRYDEN: When made in Canada? 

MR, DENTAY: I think still 252. 

MR. BRYDEN: 25% in either case, Would that 
include imports from Italy? 

MR. DENTAY: Yes, Most Favoured Nation. 

They are a Mosti'Pavoured :NatiTon,. 

MR, BRYDEN: Italy is a most favoured nations 

MR, DENTAY: Yes, so they be the same as 
the sunited States or Germany. 

MR, BRYDEN: What are some of the countries 
that wouldn't be favoured nations, or are there any 
Significant suppliers in that category? 

Mei, DENPFAY: "OL am trying to think. d don't 
think any one of the large industrial nations in the west. 

MR, BRYDENs You mentioned one of your 
difficulties in competition is wage cost along with other 


matters, How'’big an item are wage costs in the manufactur 
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Of bulk chemicals such as you produce? 

MR. DENTAY: How much the wage factor --? 

MR. BRYDEN: What proportion of cost would 
that be? 

Mie, DENPAY: “Well, .Ofecovuns®, -iiv youcmean 
by. wage, hourly workers, it may be perhaps -- again it is 
aewery..broad, line, but det us.say around.20% as the. direct 
labour..4You,have,all kinds of labour, not direct. labour, 
Dub after all the level<at which we pay ourchemists, we 
pay our engineers, our office staff -- we don't have to -- 
lots of raw materials already contain the wage factor in 
themselves so on the whole it is very, very important. 
Just direct wages maybe. 20 or 25%. If you, count Indirect 
wages and salaries then it would be more than the double 
of that, rather like 60 or 70%. 

MR, BRYDEN: I suppose in your opération the 
Baiaries of vechnical personnel would ‘bea relatively 
large item? 

MRe DENGAY: Yes, of course vall our researen 
actuvities, the sane thing goes, chemistry is there, the 
woman that washes the bottles. That would be considerably 
less in Germany or Japan. 

MR, BRYDEN: I think that is all. 

THE ACTING CHAIRMAN: Any other questions? 
Mr. Rice, do you have anything further? 

MR. RICE: No, 

THE ACTING CHAIRMAN: Thank you very much, 

MR. DENTAY: I should submit this later, 

WR> RICHES You can file 2t- with the 


secretary, please. 
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THE ACTING’ CHATRMAN2 The meeting will be 
adjourned until two o'clock tomorrow afternoon. 

MR. BRYDEN: May I ask, Mr. Chairman, whet 
will be coming up tomorrow? 

MR. RICE: Tomorrow afternoon we have 
arranged for Mr. Legge of the Drug. Trading Company and als 
for Mr, Wright of the National Drug Company to make 


submissionSto the Committee on the wholesale level, 


---Whereupon the hearing adjourned until 2:00 p.m. 


Wednesday, November 15th, 1961. 
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mann resuming at 2:10 pm. 


THE ACTING CHAIRMAN: Gentlemen, we will 
call the meeting to order. Mr. D.E. Wright, Manager, 
National Drug and Chemical Company of Canada Limited. Mr, 
Wright. 

MR. WRIGHT: Mr. Chairman, members and 
gentlemen, my name is David E, Wright, «1 am .manage xr of 
the National Drug and Chemical Company of Canada Limited, 
Toronto Branch. I have prepared a brief here which I 
would like to read, if permissible, and then of course 
answer any questions that you may ask, 

SUBMISSION OF 


NATIONAL DRUG AND CHEMICAL COMPANY OF 
CANADA LIMITED 


APPEARANCE: Mig Delt. Wrogho. 


HISTORY OF NATIONAL DRUG AND CHEMICAL COMPANY OF CANADA 
LIMITED, 





National Drug and Chemical Company of Canada 
Limited was formed in 1906 by the amalgamation of 18 
wholesale drug firms then. in eperation in.variious cities 
and towns across Canada. In certain cities, where two or 
more wholesale druggists were operating, these units were 
Combined tno. sine] e. operation | -minm.some ofacvheremnad ler 
towns, wholesale depots were closed. These changes were 
made.in. order to offer more efficient service to the 
rapidly,expanding retail trade. Over, the next 25 years, 
National acquired several other wholesale firms, and the 
Company now operates warehouses in 15 major cities, 


The Parent Company, National Drug and Chemic 
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Company of Canada Limited, Montreal, has four branches -- 
2 Montreal, Ottawa, Toronto and London, plus a sub-branch 
3! at Hamilton, a depot at Quebec City and a sales office in 
4 Windsor, Ontario. The Subsidiary companies include 
5 National-Canadian Drugs Limited, Johnston & Boon Col, 
©] Limited, National-Drugs Limited, Alberta-National Drug 
7 Company, Limited, and B.C. Drugs Limited. 
8 


Johnston & Boon Co,, Limited, Fort william, 
was acquired in 1920. J. A. E. Tepoorten Limited, 
Vancouver, amalgamated with the National interests in tha 
city in 1928, and the new company became known as B. C. 
Drugs Limited. Peacock Drug Company, acquired in 1931, 
joined the National interests in Alberta to become 
Alberta-National Drug Company, Limited, wath warehouses 
in Calgary and Edmonton. In the same year, National 
amalgamated with Drugs Limited, and E.D. Martin & Company 
to form National-Drugs Limited, with warehouses in 
Winnipeg, Regina and Saskatoon, In the Maritimes, also 
in 1931, canadian Drug Company Limited joined the Nationa 
organization to form National-Canadian Drugs Limited, wit 
branches in Halifax, Sydney and Saint John. 

In addition to the wholesale units, Nationa 
has a manufacturing division, Laurentian Laboratories 
Limited, and a sales agency division comprising Laurentia 
Agencies Limited, in Montreal, Can-Wide Distributors 
Limited, in Toronto, and Preferred Brands Limited, Montreal. 


The wholesaler is the vital link between 


the manufacturer and the retailer. The wholesaler is 


basically an agent of exchange. His essential function 
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is to purchase in large volume from manufacturers and sell 
in lesser volume to retailers. Without this Simplified an 
efficient flow of goods, the demands of the consumer could 
not be met. Without the wholesaler to bridge the gap 
between manufacturer and retailer, the cost of distribu- 
ting goods becomes prohibitive. Mass productions have 
brought down the unit price of products. The same 
principle applies to distribution -- the most efficient, 
and, therefore, the least costly kind is the mass dis- 
tribution methods of the wholesaler. 

More specifically, our Company carries an 
inventory of between 15 and 20,000 separate items which ar 
purchased from more than 1,000 different manufacturers. 
Obviously the independent druggist could not afford to 
Obtain all of his supplies directly from so many suppliers|, 
He must have a central and local source of supply, and the 
service wholesaler provides this service. 

In addition to being a source of supply, the 
wholesaler provides many other services. He is a source 
of information. Often the pharmacist requires information 
about products manufactured in distant cities. His local 
service wholesaler is able to provide this information 
immediately, thus saving the retailer both time and money. 
The wholesaler can also provide special products in 
emergencies quickly. 

The wholesaler makes it possible for the 
independent druggist to carry a smaller inventory, which 


reduces the druggist's expenses and enables him to keep 


his consumer prices down. The consolidation of accounts 


payable into one account also saves the druggist time and 
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reduces his bookkeeping expenses. Another service 
provided by She? WhoIewa 18 is the re-packaging of bulky 
products to consumer size, thus eliminating the necessity 
for the retailer°to buy in large quantities: 

THE PRICING STRUCTURE IN THE WHOLESALE DISTRIBUTION FIELD 

In order to provide the services mentioned 
above, it is necessary for the wholesaler to operate his 
business at a profit. Working capital must be sufficient 
to finance inventories and accounts receivable, and to 
cover overhead expenses, 

On Appendix "A" attached, is a schedule 
of prices of representative pharmaceutical items handled 
by this company, showing the cost from the manufacturer, 
the selling price to the retailer and the percentage of 
profit made by the wholesaler. It will be seen from this 
Schedule that the wholesaler operates on a very low mark- 
up. It is only through volume that he is able to provide 
So many services with such a small margin of profit. 

In addition to the pharmaceutical lines, we 
carry a complete line of toiletries, cosmetics, photographiic 
Supplies, patent medicines, drugs, chemicals and sundries, 
thus giving the retailer a full range of supplies from 
which to choose. In the case of nationally advertised 
brand name products, the percentage of profit available 
to the wholesaler averages from 5 to 63%. 

The many services provided by the service 
wholesaler, in such an economical manner, are indispensabl 


to the retail pharmacist. Without them we know there 


would be increased costs at the retail level, which would, 


of course, ultimately be reflected in higher retail prices}. 
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And then, Mr. Chairman, we have attached 
a list showing the name of the manufacturer and the discouht 
that we receive, and of course which we plve,and.our 
Wereentage of profiti. 

MR. RICE: Perhaps we could have the 
appendix to Mr. Wright's brief entered into the record. 


THE ACTING CHAIRMAN: yes. 





DISCOUNT DISCOUNT TO % 

MANUFACTURER. TO US RETAIL TRADE PROFIT 
Abbott 
"A" and "BY 40-10% 33.1/3%-10 10.0 

ncn 4O-5 25-10 15.6 
Allan & Hanbury 40-1 2%-2% 35-10 12.1 
Glaxo 40-16-2/3~-2 40-10 9.3 
Ames 40-20-2 40-10 12.9 
Arlington-Funk 33.1/3-20 33.1/3-10 pe 
Austin Lab. 40~16.2/3 40-10 7.4 
Ayerst-McK. & H. 40 (Human) 25-10 ae a 

Griseofulvin 40-16.2/3 40-10 7.4 
Bristol _ 40-16 .2/3-2 | 40-10 9.3 
British Drug Houses 33 .1/3-16 2/3, 33.1/3=10 pe 
Burroughs & Wellcome 40-16.2/3 4 net 1360 
B. & We. 

Globin-Insulin 2507/ke 25 net Ped, 
Calmic 40-20 40-10 i i 
Carter Cummings. LO 25-10 Lea 
CIBA 45 33.1/3-10 8.3 

" Gammacorton 45-10 40-10 om 
Desbergers 40-10-2 33.1/3-10 1236 
Frosst 4o-5 20-10-10 1230 
Aeigy 40-16 .2/3=2 40-10 9-3 
Hoechst 40-16.2/3 40-10 ain 
Hof fman-Laroche 40-16.2/3 40-10 oh 
Meera ko 25-10 Vat 
Lederle 4O0-15-2 38y2~10 9.7 
Lilly 40-16 .2/3-2 40-2 net 16.7 


Pharmaceutical Discounts Received From 


Supplier and Given to Retail Trade 
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ANGUG, STONEHOUSE & CO. LTD. 
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MANUFACTURER. 


MEAD JOHNSON 
Pharmaceut. 
Nutrients #1 

Merck S & D 

Merrell 

Ortho 

Parke Davis 

Pfizer 


Poulenc 


Purdue-Fred 
Erick 


Riker 
Robins 
Rougier 
Sandoz 
Schering 
G.D.Searle 
Shuttleworth 
Squibb 


Upjohn 


" - Cortisone 


Warner-Chilcott 


Webber 


Winthrop 
" Vitamins 


Wyeth (Cs.Qty) 


DISCOUNT 
TO US 


40-16.2/3 
33 .1/3-16.2/3 


50 
40-16 .2/3-2 
40-15-5=1 
45 
40-16.2/3 


35.1/3-16.2/3 


40-16.2/3-2 
40-16 .2/3-2 
40-16 .2/3-2 
4o 

40-16.2/3 
40-16.2/3-1 
40-16 .2/3-2 
33.1/3-16.2/3 
40 


4O 
40-16.2/3 


33 -1/3-16.2/3-1 


40-16.2/3-1 


4O 
4O-16.2/3 


4LO-5 


Wright 


DISCOUNT TO 
RETAIL TR/DE 


39-10 
32-10 


40-10 
40-10 
40-10 
33-1/3-10 
40-10 


33.1/3-10 


40-10 
40-10 
40-10 
25-10 
40-10 
40-10 
40-10 
33.1/3-10 
26/210 


25-10 
40-10 


De dpe 
40-10 


25-10 
40-10 


3002 


% 


PROFIT 


74 


11.1 
74 
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THE ACTING CHAIRMAN: Would you care to 
answer some quéstions? 

MR, RICE: How long have you been manager 
of National Drug and Chemical company of Canada Limited? 

MR. WRIGHT: 1950. 

MR. RICE: How long have you been associated 
with the wholesale drug business? 

MR. WRIGHT: I-started in 1911. I have 
just obtained My 50th year, 

| MR, RICE: Are there a number of companies 
in the wholesale drug business, in competitive business, 
in Canada? 

MR. WRIGHT: In Canada? 

MR. RICE: Yes. 

MR. WRIGHT: Yes, I think there are, 

MR. RICE: Does that competition control 
your mark-up to a large extent? 

MR. WRIGHT: We must be competitive. 

MR, RICE: One or two questions on your 
brief. On page 2 you make the statement, "Without the 
wholesaler to bridgethe gap between manufacturer and 
retailer, the cost of distributing goods becomes pro- 
hibitive." 

Now, we have heard certain evidence that 
some manufacturers distribute directly to the retailer, 
I assume the key to your statement is in the first two 
words in the next sentence, "Mass production", you mean 


there that when a product obtains the height of mass 


production, then it becomes prohibitive? 


MR. WRIGHT: Well, what I actually meant was 
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the fact that a retailer possibly could not buy in the 
quantity demanded by a manufacturer, whether it is $50.00 
quantity or $75.00 quantity or $100.00 quantity, and buy 
all these things direct. Therefore it makes it essential 
that the wholesaler carries this stock and sells it to hi 
at the very best price that a wholesaler can sells which 
is based more or less on quantity purchases from manu- 
facturers, 

MR. RICE: Now, does the manufacturer not 
have to reach a certain level or certain production in 
order to make the use of the wholesaler efficient? Do 
you agree with that? A relatively small manufacturer does 
not manufacture to a large extent; would he use the 
wholesaler at the same rate as the larger producer? 

MR, WRIGHT: Yes. The smaller manufacturer 
may use the wholesaler more for this purpose, that he 
ean't afford to have décanned out detailing. 

MR. RICE: Now, on page 3 you also set out 
there that in addition to the pharmaceutical supplies you 


also supply drug stores with toiletries, cosmetics and 


On wo > DO HBS = 


so on, and then you make the statement that in the case 
of nationally advertised brand name products, the per- 
centage of profit available to the wholesaler averages 
from 5 to 63%. 

Is that including toiletries and cosmetics 
or --- 

MR. WRIGHT: Yes. Advertised toiletries, 


MR. RICE: How does the sale of pharmaceuticlals 


only compare with that percentage? 


MR, WRIGHT: Pharmaceuticals only, that is 








27h he ae ee — 
| : of 
I : t ay er - w Baird if 
FO0E ddgicw OT4.09 e2eveHamore euona | Mibey e 


BISATHO. 
odd at youd gom Slyoo yidtesog reltster 6B dad¢ tost sat |) 
00.0€@ ef dt rodidedw ..erydoetunem Syd bebsremeb yditasup 


yd Ons .ytitneyp 00.00Lf% ro ytitnayp OOweT? ro ydtdnsup i 





[stineaas Jt eenxem Jt eretetodT »adoorth egnind: epedd fis |} 


pee ot df alles bas Noote ethd estyrs> aeleeslonw edd tedd 
| dioldw .ffoe mao teisaslonw s dedd Sotygq tasd yrev ond gs 


-uiBm mort esesnoryq ydbdnsup no easl ro Ssyom hHeasd at 
,eT9tysOBT 


gon rtsrudosiunsm sit es0b ,wok “2S0Lk .AM 


| nt notdoyborqg atsdrso +o’ Level mistress e doser od ever 
ol ‘{idnetoltts celsesforiw edd to eay ond enism ot sebro 


eo0b ter1uvoBtuaem Ifsme ylovidelsr A Sisdt détw serge voy 





eid say od blyow yidnstxs sgrel es) ot etudosiunsm ton 
| Srsouborq re_ Tel edd eas ster omee oft gs rsleeslondw 
T9tudostuasm to{fleme onoT .asY :THDIAW . AM 

od vend ,oaoqrvg eidd rot stom yesleesfodw ont say ysm 


> 


—giiitsteb gyo emi tedeb svsd of brotts dines 


Juo Jee coals yoy & exsq moO YWwoK “sS30LA AM 
voy aetigque (soivusosmrediq sit o¢ molvibbs at tedd¢ srseqg 
| bas eotvemaco ,eeindeltod diw eerode autb yiqque osls 
| 92a69D etd at sent dnometdsda ond oNem-woy med? bre qno og 
| ~19q 9d9 ,esouborg omsn basid» bsatdrtevbs ylisnotd sn’ to 
| esgstevs  slseslorw odd ot sldsitsvs thitorq to sgadneo 
REO OF 2 mort 

eotjemeoo bis esirdeltod zatbulont vende el 
== TO 


.acivdel tod beatdrevbA -.e9oY 9 :THDIAW .AM 






alsoliveosmiedg to sise ont eeob: woH: »:3OLA sAMerw gen: ete 
 §egstasoreg tend Attw ersqmoo yiao 


ai dedd yyiao alsotsdueosmredd ;THDIAW ,AM 


s ! 7 
; 4 7 f a 
- ve 
_ a a Pa | 








ANGUS, STONEHOUSE & CO. LTD. Wright 3005 


TORONTO, ONTARIO 


all 
fa 


On Appendix A, which shows the discount we receive from 
these manufacturers, I have listed here a representative 
number, 

MR, RICE: Perhaps we could have a word on 
Appendix A, The percentages here, do they refer to the 
manufacturer's list price? 

MR. WRIGHT: Well, his list price from the 
manufacturer, less the discount, and then we charge it 
out at the list price less the discount which we show 
he re. 

MR. RICE: All these discounts are related 
to the manufacturer's list price, are they? | 

MR... WRIGHT: Yes, 

MR. RICE: Could you give us an example of 
how one works there? Take the very first one there? 

MR. WRIGHT: Well, for instance this lists 
at, say, $100.00 or $10.00 and he would receive 40% and 
10% off, which would be $54.00. 

MR. RICE: 40% and 10% on top of the 40? 

MR. WRIGHT: Well, after the 40% has been 
deducted, and then we would allow the retail trade 33-1/3% 
from the list price, if it was $100.00, and then 10% from 
that, and the balance of course is your gross profit. 

MR, RICE: That is the way they are worked 
down the line? 

MR, WRIGHT: Yes. 

MR, RICE: Is the National Drug and Chemical 


Company of Canada Limited controlled in Canada? 


MR. WRIGHT: yes. 


MR. RICE: It is controlled in Canada? 
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MR. WRIGHT: ‘Yes. 

MR. RICE: Is this Appendix A a partial 
list? 

MR. WRIGHT: Ohy@ yes, just a partial list, 
it 18 not a li stR offiant) products, 

MR. RICE: This partiallist, is it repre- 
sentative of the total pharmaceuticals you carry? 

MR. WRIGHT: Definitely. 

MR. RICE: Mr. Chairman, have any members 
of the Committee any questions they would like to ask 
Mr. Wright. 

MR. WHITE: Does your company do any pro- 
cessing or packaging? 

MR.. WRIGHT: “Yes,."in cur ‘laboratory in 
Montreal, yes. 

MR. BRYDEN: That is the Laurentian Labora- 
vorilés? 

MAVeercanl: Yes. 

MR. WHITE: Can you explain the function 
they perform, just to what extent they do manufacture 
there? 

MR. WRIGHT: Well, we manufacture all famil 
remedies and household goods, you know, packages and that 
Bype, ef thing. 

MR, WHITE: You manufacture the entire 
product in your*plant in Montreal? 

MR, WRIGHT: Well, naturally in some cases 


there would be the raw product that they would have to 


buy from some of the manufacturers, but then it would be 4-- 


MR, WHITE: It is not just a matter of 
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1| changing the form; it is 
You actually do compound in your 


2| powder into tablets? 


ees 


plant there? 
Do you do any manufacturing at 


3 
MR, WRIGHT: 


4 
MR, WHITE: 


Subdivide, 


5 
your branch warehouse here? 

No, 
That is what I wanted to clarify. 


6 
MR. Witton : 


7 
MR. WHITE: 
You mention here that one of the functions performed by 


the wholesaler in your trade is the repackaging of bulky 
Does that mean taking out of 


products to consumer size, 
a big bottle and putting into little bottles? 
That would mean we possibly 


MR, WRIGHT: 
would buy, well, say, Epsom Salts in 100 lb. bags, and 
or ten-pound bags which you 


sell them out in five-pound 
wae it Giese vore. 
MR. WHITE: You buy in bulk and package 
Under our own label, 


in your own packages? 
MR. WRIGHT: Yes. 
What is your label? Just 


Mie WHITE’ 


Just National Drug. 


Nat ional? 
WRIGHT : 

WHITE: Have you a brand name? 

WRIGHT: No. Well, our brand name is 


Do you put that brand name on 


Nadruco, 
WHITE: 


MR. 
No, that is just on family 


all the packages? 
MR, WRIGHT: 


remedies and cough syrups and things like that, 
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MR. WHITE: Do you buy drugs in bulk from 
pharmaceutical manufacturers and package those in vials 
or tablets or anything of that sort? 

MR, WRIGHT: No, 

MR. WHITE: Would you buy drugs from a firm 
like Fine Chemicals under your label? 

MR, WRIGHT: No, 

MR, BRYDEN: Do you do any manufacturing or 
processing or packaging of prescription drugs? 

MR. WRIGHT: No, 

MR, BRYDEN: It is only in the patent medicin 
field? 

MR. WRIGHT: It is only in the original 
packages. 

MR. BRYDEN: You merely pass those along. 
Then, the Laurentian Laboratories, do they produce any 
ethical drugs at all? 

MR. WRIGHT: No, 

MR, WHITE: In Appendix A are given the names 
of perhaps 25 or 30 of your 1,000 suppliers, Who selected 
these particular suppliers? 

MR. WRIGHT: Actually I just took them at 
random myself of the pharmaceutical manufacturers, These 
are only pharmaceutical manufacturers, 

MR, WHITE: Are they some of your largest 
suppliers or was there a method used in supplying them? 

MR, WRIGHT: No, 

MR, WHITE: It was an arbitrary selection? 


MR, WRIGHT: That is right, the most popular 


ones. 
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MR, WHITE: Would you explain these various 
discounts, for instance take Allen & Hanbury. The discoun 
is 40 - 123 - 2%, Is the 123% a quantity. discount? 

MR, WRIGHT: Yes, that would be a trade 
discount, and the 2% would be payable possibly in 20 or 30 
days. 

MR. WHITE: That would be payable in 20 or 
30 days? 

MR, WRIGHT: That is a cash see cates 

MR, WHITE: And do you sell net 10 days to 
the retailer? 

MR. WRIGHT: We issue statements twice a 
month, Goods purchased from the lst of the month to the 
15th are payable on the 25th. Goods bought from the 11th 
to the end of the month are payable on the 10th of the 
month following. 

MR, WHITE: There is no cash discount? 

MR, WRIGHT: None whatever, 

MR. WHITE: My observation was that in 
certain accounting exhibits which were presented on behalf 
of retailers, that their accounts payable was rather high 
and I wondered if this was a way of encouraging retailers 
to stock certain products, which leads me to the next ques 
tion, What do you do if a retailer takes 60 days to pay 
or 90 days or 120 days? 

MR, WRIGHT: Put him on a cash basis, That 
is about the size of itv. 

MR. WHITE: How tough are you with your 
receivables as a percentage of sales? 


MR, WRIGHT: That would be a pretty difficul 
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question, 

MR, WHITE: It is an easy question if you 
have got the answer, You know your annual statement would 
disclose that, 

MR, WRIGHT: Yes, 

MR, WHITE: Have you got your annual state- 
ment with you? 

MR. WRIGHT: No I have not, 

MR. WHITE: That is something I would like 
to know, Mr, Chairman, because this is an expense to some- 
body if there are unusual terms of sale extended to 
retallers, 

THE ACTING CHAIRMAN: Could you make that 
available to the Secretary as confidential information? 

MR. WRIGHT: Yes, 

MR. WHITE: Do you extend a quantity discount, 
or is this, taking the same firm, Allen & Hanbury, your 
discount to the retailer is 35 - 10, What is the 10%, 
is that a quantity discount? 

MR. WRIGHT: No, that is a discount which 
we allow from the statement, not from the invoice but from 
the statement, 

MR. WHITE: You give a terminal 10% discount 
ou leveryrinvoice? 

MR, WRIGHT: That is right, on every state- 
ment, Not for the invoice, but for the statement, 

MR, WHITE: May I ask why that method is 
used? I suppose there is a reason for it? 


MR. WRIGHT: One has to be competitive, let 


us say that. 
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1 MR. WHITE: And this is to compete with 

2|| Co-operative wholesalers for example ? 

3 MR. WRIGHT: That is correct, 

4 MR, WHITE: You could just as easily give 
5a man 40 and 10 on his invoice, but it might not look as 

6| advantageous to the retailer, so you adopt the other prac- 
7|| tice? 

8 MR. WRIGHT: Yes, and it would be a lot more 
9] work to take that up for each invoice, because there are 
10| some items, not very many, which are charged as a net 

41) price, The discount does not allow for the extra 10%, 

12 MR. WHITE: In your brief you mention a 

13) statistic here that I am inclined to question, The 

14) sentence on page 3 says: "In the case of nationally adver- 
15 tised brand name products, the percentage of profit 

16], available to the wholesaler averages from 5 to 64%," 


17 I am asking if you can substantiate that 


18} remark, 


19 MR. WRIGHT: Yes, you take a nationally 


20 advertised product, it might be a headache tablet, or it 


21|) might be a hair cream on which the wholesaler would only 


22|| receive 15%, that is other than the 33.1/3% or whatever 


23|,is allowed by the manufacturer, and from that we have to 


24|| allow 10%. 


25 MR. WHITE: But you see, this exhibit here 


26] which you yourself have prepared in no case shows a 


27| discount as low as 5 or 6%, 


28 MR. WRIGHT: This is only on pharmaceuticals 


29] sir, 


30 MR, WHITE: This is only on pharmaceuticals? 
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MR, WRIGHT: Definitely. 
And when you refer to national 
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MR, WHITE: 
brands, you mean products other than pharmaceuticals? 


MR. WRIGHT: Yes, 
Because we are not interested so 


MR, WHITE: 
much in things like hair tonic and so on, 
MR. WRIGHT: Yes, I presume you are more 
interested in the pharmaceutical angle, 
That is right. Can you tell us 


MR. WHITE: 
your average margin on sales for your pharmaceutical 


products? 
| MR, WRIGHT: Average gross margin? 


Yes, 


MR. WHITE: 
I would say it was in the 


MR. WRIGHT: 


neighbourhood of 10%, 10 to 11% just judging from this, 
I concluded from previous testi- 


MR. WHITE: 


mony that it might be about 16%, 
MR. WRIGHT: Nouitodisn'it, 
You cannot give us a hard figure 


MR. WHITE: 


That is right. 


on that, you can only approximate that? 
MR... WRIGHT: 
Could you provide that informa- 


MR, WHITE: 


tion in confidence to our Secretary? 
MR. WRIGHT: What is that? 
The actual margin on sales of 


MR. WHITE: 
pharmaceutical products, that is your own average, 
MBs WRIGHT:45¥es, I could give 1t to you. 
I think that would be interestin 


MR, WHITE: 


too, Mr, Chairman. 
THE ACTING CHAIRMAN: I agree, 
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1 MR, WHITE: Do you extend the same retail 
2 discount to every retailer large and small? 

MR. WRIGHT: Regardless of size, 

MR. WHITE: And regardless of quantity he 
purchases? 

MR. WRIGHT: Regardless of ee 

MR. WHITE: There is no such thing as a 
quantity discount to the retailer? 

MRyo WRIGHT :atNe’; 

MR, WHITE: Those are all the questions I 
have. 

MR, BRYDEN: Do you have any idea what 
percentage of prescription drugs sold through retail 
outlets goes to wholesaling houses? 

MR, WRIGHT: That too would be another 
difficult question, because in many cases the retailer 
would buy direct, 

MR. BRYDEN: You don't have any idea of how 
the direct purchases compare with those that are handled 
by wholesale houses? 

MR. WRIGHT: No, the same manufacturers have 
a direct policy and others have a wholesale policy, and 
what is sold direct is pretty near impossible to answer, 

MR, BRYDEN: What percentage of your own 
business relates to prescription drugs? 

MR. WRIGHT: I would say it was in pharma- 
ceuticals between 40 and 45%, 

MR. BRYDEN: And when you use the term --- 

MR. WRIGHT: Of our total volume, 


MR. BRYDEN: When you use the term 
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pharmaceuticals --- 


MR. WRIGHT: Items that I have listed from 
firms like this, 

MR. BRYDEN: Are these all items that are 
available only on prescription, at least in your use of 
the term? 

MR. WRIGHT: Yes, 

MR. BRYDEN: How many of the 15 to 20,000 
items which you carry in stock would be pharmaceuticals’ 

MR, WRIGHT: Do you mean the number of items 
that would be in the ptmrmaceutical field? 

MR. BRYDEN: Yes, you say that you carry an 
inventory of between 15 and 20,000 separate items, 

MR. WRIGHT: Yes, 

MR. BRYDEN: I am not asking you to give me 
the exact figure, but I imagine you would have an idea, 

MR. WRIGHT: That is a little difficult to 
answer too, because there might be one item in four or 
five different strengths, 

| MR. BRYDEN: How do you define items? I 
assume that you classify each one as a separate item? 

MR. WRIGHT: No, not necessarily. You see 
some things might be put up in bottles of 100 or 500 
tablets. 

MR, BRYDEN: That is just quantities. 

MR. WRIGHT: That would be two items, in 
other words, 

MR, BRYDEN: Could you give me-- you say 
you have 15 or 20,000 separate items in stock. A great 


many of those are items that this Committee is not 
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interested in such as hair tonic or Epsom salts or some- 
2) thing of that nature, but have you any idea what percen- 

3) tage of them it would be? 

4 MR. WRIGHT: Possibly it would be one-third, 
5 MR. BRYDEN: One-third? 

6 MR. WRIGHT: One-third of our stock. 

7 MR, BRYDEN: You are now talking in terms 

8| of items rather than value? 

9 MR, WRIGHT: Yes, 

10 MR. BRYDEN: What percentage of the 1,000 

11| different suppliers from which you obtain materials would 
12|| be supplying you with pharmaceuticals? 
13 MR, WRIGHT: Maybe 10%, 
14 MR. BRYDEN: There would be about 100 of the 


15 


1,000 firms that you buy from who would be selling you 
16|| pharmaceuticals? 
17 MR, WRIGHT: Yes, similar to those represen- 
18| ted in this list. 
19 MR. BRYDEN: That is all thanks, Mr, Chair- 
20 |} man. 
21 MR, TROTTER: I would gather from Appendix 
22| A that the price of a drug is actually set by the manufac- 
23|| turer of the drug? 
24 MR. WRIGHT: The list is, yes, 
25 MR. TROTTER: In other words, if a --- 
26 MR, WRIGHT: The catalogue price or his 
27.| list price. 
28 MR, TROTTER: If a drug was over-priced, let 
29| us say, and was thought to be costing too much for what it 


301 actually cost the initial firm, it would probably lie with 
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MR. WRIGHT: Yes, I would say so. 

MR, TROTTER: Of all the drugs you carry, 
Suppose there were two manufacturing houses and they had a 
drug, let us say an antibiotic, is there very much diffe- 
rence in the drugs as far as their actual cure goes, the 
various firms put out? 

| MR. WRIGHT: Do you mean an antibiotic fon 
| the same purpose? 

MR, TROTTER: Yes. Suppose you needed a 
drug and there were two drugs that could do the same 
thing, and each company more or less had its own drug. 

Is there very much difference in the drugs that pees 
firms put out? 

MR. WRIGHT: No, I think it would be approxi- 
mately around the same formula that is being used for the 
same purpose, That is a retailer's question, actually, 
or a manufacturer's, 

MR. TROTTER: As a wholesaler, do you receive 
a great deal of advertising from the manufacturers of 
drugs? 

MR, WRIGHT: None whatsoever, 

MR. TROTTER: How do the drug manufacturers 
try.to convince you to carry their products? 

MR. WRIGHT: Well, it is by demand and of 
course their own advertising. When we get a demand as a 
service wholesaler only we have to stock the merchandise. 

MR, TROTTER: Would a detailman call on you 


like they call upon the doctors? 


MR, WRIGHT: Well, a detailman would call on 
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us, but not in the sense of selling us merchandise, 

MR, TROTTER: Is there very much pressure 
brought to bear upon you as a wholesaler? 

MR, WRIGHT: Do you mean pressure to buy? 

MR, TROTTER: Yes, a great deal of time and 
money spent to persuade you to carry a certain line? 

MR, WRIGHT: No, if the demand is there and 
he has the orders from the various retailers, you have to 
stock the goods to Supply your customers, so there is no 
question in that sense, 

MR, TROTTER: When you stock goods it is 
mostly as a result of doctors wanting to buy from you or 
drugstores? 

MR, WRIGHT: Just drugstores and hospitals, 

MR, TROTTER: Just drugstores and hospitals? 

MR. WRIGHT: We don't sell to doctors, 

MR, TROTTER: I see, 

MR, WHITE: Do you sell to hospitals? 

MR, WRIGHT: Yes, 


MR. BOYER: Earlier the witness said there 






were no quantity discounts, Are there charges made for 
broken packages? 

MR, WRIGHT: Do you mean broken packages, 
broken dozens? 

MR. BOYER: Yes, anything like that, 

MR. WRIGHT: Like if there are 12 in a 
package, a dozen in the box and you only want one, you 
pay the same price for 12 as you would for one, 


MR. BOYER: That is the price is per unit 


and that applies no matter how much you might buy? 
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MR, WRIGHT: Yes, in other words, he could 


buy a small quantity and it would be the same price as for 


the large one, 


MR. BOYER: The same price for one dozen as 


for one? 


MR. WRIGHT: That is right, 


MR. BOYER: Thank you, 
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MR, WHITE: I have a couple of questions. 

I notice from this appendix that the Margin “Of pror ic 
which you enjoy in these various products ranges from a 
high of 15.6% to a low of 7.4, Now, I would conclude that 
this range in your profit margin comes about because of 
the suggested wholesale prices supplied to you by the 
manufacturer, is that right? 

MR. WRIGHT: Well, for Pfizer that extra 
5% is only allowed to a wholesaler when he buys a full 
case, 

MR, WHITE: Let us take Lilly at 16.7 then 
as an example. Do you understand my question? If you 
were setting your own wholesale prices you would look for 
the same percentage on each one? 

MR. WRIGHT: win the case of Lilly in this 
particular case we are distributors to the retail drug traide 
and naturally we have to carry extra stocks, we give 
extra service, special service on the particular line. 

We pay transportation,all the transportation on any Lilly 
items that are ordered through our company. 

MR, WHITE: I am sure there is a reason for 
it but getting back to the question I am trying to put 
to you, because of the variation in profit margin on these 
different product lines I would judge that the manufacturelr 
who suggests the retail selling price is also suggesting 
the wholesale selling price, right? 

MR, WRIGHT: Not necessarily because we 
could set our own prices, 

MR. WHITE: Yes, you could but is he not 


Suggesting, for instance, on this illustration we used a 
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you give away 35% and 1049 
MR, WRIGHT; 


MR, BRYDEN; 


Variation? 


MR, WRIGHT: 


MR. BRYDEN: 


MR. WRIGHT: 


MR, WHITE: 


others? 


MR, WRIGHT: 


MR, WHITE: 


MR. WRIGHT: 


MR, WHITE: 
to you, no question about 

MR, WRIGHT: 
us, what he charges us. 

MR, WHITE: 
price? 


MR, WRIGHT: 


UVvade}? pfizer is 40 ~ 16- 


Wright 3020 


minute ago the Allan and Hanbury, are they not suggesting 


No, not necessarily. 


Well, why is there such a 


Well, it all depends on the 


Product that we get in the first place from the manufactu Shier 


Well, Burroughs Wellcome, for 


instance, is 40 - 16-2/3 and then 42 net to the retail 


2/3 -- 40 - 10. Burroughs 


Wellcome seems to be the one that is different as far as 


the 40 and 16-2/3 people are concerned? 


Well, that was a price set up 


more or less by the wholesaler and by ourselves, 


Well, why do you retain a small 


margin of profit on some and a large margin of profit on 


Well, if our costs, operationa 


costs and our cost of doing business in many cases is 


more than the profit shown on here, 


That may be, 


So you have tc even up here an 


there or else you would not be in business, 


The manufacturer sets the price 


that? 


Oh yes, he sets the price to 


And he suggests a retail sellin 


yes, he suggests it, 
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MR. WHITE: Now, does he not Suggest the 
price at which you should sell to the retailer? 

MR.WRIGHT: In some cases, 

MR, WHITE: In some cases? 

MR. WRIGHT: In many cases we just. cannot 
take the suggested price because the margin is not there 
SO we have to set our own price and be competitive, 

MR. WHITE: So he usually Suggests a whole- 
Sale price and sometimes you follow it and Sometimes you 
do not? 

MR. WRIGHT: That is right, 

MR. WHITE: Now then, if the retailer wants 
to put on a sales campaign affecting the products which 
you supply to him, do you sometimes cO-op advertising 
expenses? 

MR. WRIGHT; We do not, our company does 
not. 

MR. WHITE: Never? 

MR. WRIGHT: No, 

MR, WHITE: Do the pharmaceutical houses 
Sometimes co-op advertising expenses with your company? 

Mi wNREGHT 6 Nox 

Pit, WHITE sw Never? 

MR. WRIGHT: Never, 

MR. WHITE: Is your price to the hospitals 
identical to the price to the retail trade or is there a 
different price.to the hospitals? 

MR, WRIGHT:* No, the price to the hospital 
is the same list price but from that we have to allow salas 


tax on which we do not recover all the tax back, 
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MR,WHITE: Well, take the example of Allan 
and Hanbury, what would you sell to the Toronto general 
Hospital, what discount would you give to them on that 
company's line? 

MR, WRIGHT: We would give them 35% and the 
allow them the sales tax allowance of 11% and then we 
recover, we put in a claim to the Department actually to 
get it back and we recover in the neighbourhood of six 
PGT +GenT,« 

MR, WHITE: Then taking this example you 
would give them 35% and 11% if they bought sales tax 
exempt? 

MR. WRIGHT: Yes, if they bought sales tax 
exempt we would allow the sales tax, 

MR, WHITE: What about a small hospital, let 
us say the woodstock Hospital ordering the same product 
line, the Allan Hanbury line, what would their discount 
be regardless.of quantity? 

MR, WRIGHT: The same. 

MR, WHITE: Regardless of quantity? 

MR, WRIGHT; ‘Yes. 

MR. BRYDEN: Onefurther thing: In cases 
where the manufacturer sells direct to the retailer is hi 
discount to the retailer essentially the same as yours 
to the retail trade,or;+does;he,give.a, bigger discount? 

MR. WRIGHT: It is generally the same. 

MR, BRYDEN: And he would then himself take 
the wholesaler's discount? 

MR. WRIGHT: That is right, he would bypass 


the wholesaler. 
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1 MR. WHITE: Do some firms sell direct as 


2|| well as to the wholesalers? 


3 MR. WRIGHT: yes. 

4 MR. WHITE: They are competing with you? 

5 MR. WRIGHT: That is right. 

6 MR. AYERS: There are a couple of questions 


which are not quite clear,. On page 2 you make a very 
attractive case for the wholesaler, so attractive it seems 
to me that no druggist would want to buy from a manu- 
facturer, Are there any manufacturers that only sell to 
wholesalers? 

MN; WRIGHT: Syés. 

MR. AYERS: There is no compulsion in the 
industry as in some other industries that all sales must 
be through jobbers? 

Mt, WREGAYT? *Ony now 

MR, AYERS: At what point do you decide 
when you add a new product, I am wondering when a manu- 
facturer makes a new discovery and does not know whether 
it will go over, you would not take on an additional item 
to your 15,000 or 20,000, I presume, Baht 1d you sure it<is 
a reasonably marketable product, is that’ right? 

MR, WRIGHT: Until we see some orders, 

MR, AYERS: Then also on page 2 you say: 

"In addition to be a source of supply, the 

wholesaler provides many other services. He 

is a source of information" 


What do you mean by that? What do you provide? 


MR. WRIGHT: Just generalities on drugs, 


Some druggists will call up and possibly will have a 
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1} prescription for a certain item he is not acquainted with 
2) and he will-call up and we will tell him if it available 
3; from the wholesaler or who the manufacturer he; give him 


4] all the information we can, 


5 MR. AYERS: At the top of page 3 you say: 

6 "The wholesaler makes it possible for the 

7 independent druggist to carry a smaller 

8 inventory, which reduces the druggist 's 

9 expenses and enables him to keep his consumer 
10 prices down," 


Is that right? From what we have heard we presume the 
druggist does his best to get all he can from his drugs 
and in many cases the rest of the drug store subsidizes 
his drugs. If that is the case, this would-really not 
make any difference. What do you mean by that? 

MR, WRIGHT: What I mean by that is that he 
does not need to buy large quantities, he can buy every 
day if he wishes or every week and he can keep his inventory 
down to a minimum. Rather than having a $20.000. inventor 
he can have a $10.000. inventory and possibly he was a 
little too close to the source of supply. 

MR, AYERS: How does that keep his. prices 
down? 

MR. WRIGHT: Well, he does not have to carry 
the inventory and it costs money to carry inventory, 

MR. RICE: Does it not cost more to buy in 
Smaller quantities? 

MR, WRIGHT: No, not on€ cent, 

THE ACTING CHAIRMAN: Mr. Wright, would you 


have an idea of what percentage of pharmaceutical supplies 
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you sell as compared with toiletries and sundries in 
your business? 

MR, WRIGHT: To the total volume? 

THE ACTING CHAIRMAN: Yes. 

MR. WRIGHT: Well, as I said, I would say ou 
volume would be between 40 and 45% of our total volume 
in pharmaceutical lines, 

THE ACTING CHAIRMAN: Do you have contracts 
with certain drug stores or agreements with certain drug 
stores whereby they are obliged to buy one hundred per 
eent from you? 

MR. WRIGHT: No. 

THE ACTING CHAIRMAN: Are there any other 


questions? Thank you very much, Mr. Wright. 


THE ACTING CHAIRMAN; The next brief is 
from the Toronto branch of Drug Trading Company. 

MR, FOSTER: Mr. Chairman, members of the 
Committee, ladies and gentlemen, my name is J. W. Foster 
and I am acting solicitor for the Drug Trading Company and 
I would like to say something about Mr. Legge. Mr. Legge 
is our associate general manager and has had considerable 


experience in the operation of the company. 
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MR. LEGGE: PREFACE We are pleased to have 
the opportunity to present this brief in which we have 
offered opinions and evidence which it is hoped will be of 
value to the Select Committee in its deliberations, 

The privilege of submitting this brief was 
welcomed because of the unique position of this Company, 
which is owned and operated by retail druggists throughout 
Canada, It is at present the largest individual wholesale 
drug house on this continent and the majority of retail 
pharmacies in the Province of Ontario are numbered among 
its members, 

Due to our position as a co-operatively 
operated wholesale house, in our brief we are dealing with 
certain aspects of retail pharmacy which are closely allied 
with our wholesaling operation. 

In today's elaborate distribution network 
the wholesaler performs a very vital function, Due to the 
interplay of economic forces over the past century, we in 
North America have high living standards based on enormous 
productivity, but our mass production economy is completely 
dependent on mass distribution, 

Economic value in any product may be said to 
be represented by four essential utilities: 

Le Form Utility - The want-satisfying 

power arising from a 


product's physical 


properties, 
2 orPlace Ut tides - The capacity to give 
and satisfaction by being 


3. Time Utility available ina 
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convenient place at 
the proper time, 

4, Possession Utility - The benefit arising 

from actual posses- 
Sion and use. 

Form utility is created in the manufacturing 
process, 

Getting the product to the point of final 
retail purchase creates place utility. 

Having it available when wanted provides the 
time utility, 

It is only when the final sale is made that 
possession utility in consumer products is created, 

The services of the wholesaler, or the per- 
formance of the functions of creating time and place 
‘utility by some agency, are vital to the involved pattern 
of movement of goods from factory to ultimate consumer, 

We submit that the wholesaler performs a most vital servic 
in bringing together the products of a large number of 
producers and selling them to a large number of small 
retailers in economical quantities, 

The wholesaler makes it unnecessary for the 
| retailer to maintain large, slow-moving stocks, He takes 
care of warehousing, delivers or otherwise ships the items 
as needed, making it possible for the small retailer to 
offer a well balanced selection of stock to his customers, 
while holding his investment in inventory down to a level 
that permits a profitable turnover, 

As wholesale druggists we carry approximatel 


27,000 items in our inventory, many of which items are in 
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very infrequent demand but are carried to fill the occa- 
Sional emergency need;.at the same time, we attempt to 
procure any urgent Prescription item called for by the 
physician, 

Without the wholesaler, to offer the normal 
range of. stock in the drug store of this age, the retailer 
would have to buy some ~,000 to 10,000 different items 
from hundreds of individual Suppliers “+= a \situatton 
which would completely strangle the small operator, 

Two examples of this are, I have here: 

Ls hehn 1eRdenRehor oA pharmacy in Northern 

Ontario, dated October 24, has 126 items 

ordered, and these items we obtain from 64 

different. suppliers, 

2. Another for a Southern. Ontario pharmacy, 

dated October 31, includes 256 items, repre- 

senting 114 suppliers, 

The. situation which would exist without the 
wholesaler can be compared to the illustration to the left 
as opposed to the illustration to the right representing 


wholesaler distribution, 
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Any retail druggist, while normally stocking 


the drug wholesaler, can call upon any items from the 
wholesaler's entire range if the occasion arises. (In 

our case, we procure for our customers about 1300 items in 
the average week that we do not stock -- rarely required 
drugs and chemicals, and pharmaceutical specialties and 
Sickroom supplies, replacement parts for all types of 
health equipment, etc., etc,) 

For the benefit of the consumer "We will 
get it for nowt has long been a byword in retail pharmacy. 
It could not be maintained satisfactorily without the 
wholesaler, 

Within the drug trade there are a goodly 
number of manufacturers who do not "recognize" the whole- 
saler, That is to say, they will sell to him but allow 
him no wholesale discount to pay for the services per- 
formed, The result is that the retailers buying those 
manufacturers! goods through the wholesaler -- and in many 
cases they must do so in order to keep balanced stocks -- 
those retailers make inadequate profit on the particular 
goods, for the wholesaler must add his mark-up. There are 
also those manufacturers who sell only direct to the 
retailer. While we recognize the right of any manufac- 
turer to establish his own policy, we would point out that 
while the wholesaling functions may be shared in varying 
proportions by the direct selling manufacturer and his 
retail customer, the functions must be performed and the 
costs must be absorbed somewhere. The wholesaler is 


geared to handling the day-to-day requirements of the 
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small account with each manufacturer, The wholesaler's 
intimate contact with his customer enables him to "nurse 
along’ the customer who is having difficulty, to assist 
and advise him in improved management procedures, to work 
with him in solving the merchandising problems created by 
the competitive changes taking place in the market place 
of the day. 

In this regard, we would like to point out 
that despite our efforts and the abilities of the store 
operators, economic factors are making it unprofitable in 
much greater frequency lately for the small independent 
to keep operating, So far in this calendar year 53 of our 
members have closed out their businesses, some re-opening 
in new locations, others entering partnerships and still 
others taking employment with other independent or chain 
stores, In the same period, members, including new 
members, have opened a total of 38 stores. 

Wholesale order processing and goods 
handling methods have made tremendous strides over the 
years. Electronic data processing equipment is widely 
used for billing, inventory control, receivables, etce, 
and in the warehouse, conveyor systems, fork trucks and 
all kinds of powered equipment are providing more efficien 
merchandise handling. 

In addition, the alert wholesaler has long 
recognized that he must do more than merely bring together 
the products of the manufacturer and redistribute them to 


the retailer. Even before the broad changes in retailing 
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that brought the departmental store and the chain to a 
prominent position, the wholesaler began to extend certain 
business services to his customer. Now, with these 
retailing giants to a great extent not only assuming the 
wholesaler function, but, together with the “discount 
house’, putting tremendous competitive pressure on the 
small storekeeper, the wholesaler has had to move much 
further into the area of providing guidance and assistance 
for his customers, Here are some of the services we offer 
retailers today: - 

General Services -- 

Accounting and record systems 

Analysis of store operations 

Instruction in inventory control 

Buying guides containing information on 

deals, new products, prices, price changes 

Prescription item information service by 

phone 

Automatic shipment of new prescription and 

promotional items 

Personnel placement services and personnel 

checking services (money handling habits, 

etc.) 

Group liability insurance coverage 

Special prescription item delivery 

Merchandising Services -- 

Clinics on window dressing 

Display rooms, not only to show goods but 

to illustrate promotional ideas 


Regular bulletins containing promotional 
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ideas and product information 

Trade shows with suppliers in attendance 
Special seasonal promotions, also advice 

on seasonal merchandising 

Display materials to individual customer's 
requirements 

Departmentalization instruction in general 
Remodelling and reorganization programs for 
the store, including consulting services 

and blueprinting of layouts, advice and 
assistance in all phases of store improvement, 
including store front, interior, fixtures, 
flooring, colour scheme, lighting, etc. 
Consumer advertising programs | 
Sales training programs for clerks and owners 
Counselling on proposed locations 

New store opening order stock planning, with 
delivery timed to match opening dates, and 
opening order financing 

Furnishing opening specials and planning ads 
Clerical help and physical labour in setting 
up stock 

Complete merchandising programs such as our 
ILD. A.iplan 

As far-as our organization is concerned, we 
attribute our steady growth to a great extent 
to undertaking to offer these services to 

our retailers over the years, May we inform 
you briefly of the history of our Company. 


The even tenor of the drug business of this 
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province of the 1890's was rudely shattered when a fast- 
growing Toronto departmental store began cutting prices 
on many well known patent and proprietary remedies. This 
organization was able to purchase direct from the manufac- 
turers many of these items at the same price as the 
existing wholesalers could buy, hence, when it advertised 
and sold such items at approximately the druggist's cost, 
it still had the wholesaler's margin as gross profit. It 
is to be presumed, also, that this store's cut-price drug 
advertising had the effect of stepping up the sales of 
other merchandise at normal profits to customers coming in 
to buy the drug specials. 

While this type of cut-rate drug advertising 
became popular with other well known outlets as well, the 
independent druggist was severely hurt by a loss of trade. 
Even if he met the cut prices, he was in a less favoured 
position to make this known to the people of his small are 
than the big stores who were using large space in the 
daily papers and advertising to the entire trading areas. 


The druggist had to watch much of his business leave him 


(or attempt to hold his volume by selling a substantial 


share of his volume at about his cost. Quite a number of 
druggists were forced out of business, 

In this dilemma a group of 14 independent 
druggists in 1897 formed the Druggists' Syndicate, the 
fore-runner of Drug Trading Company, when they each put up 
$50 capital to operate a "buying club’, purchasing direct 
from the manufacturers at first just a few of the items 
featured by the new competitors, and matching the competi- 


tive prices. They pought from suppliers where they could 
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obtain the wholesaler's discount, and with one of the 
members handling the purchasing and storing for a 3% 
handling charge, these druggists were able to operate with 
a gross profit on the affected lines equal to that whole- 
Saler discount, less the handling charge and any cartage 
costs they had, 

This was a co-operative effort born of dire 
emergency -- and it received the full support of the 
entire group, which quickly grew in strength and more and 
more manufacturers were induced to sell to it at wholesale 
prices, The success of the Druggists! Syndicate was such 
that pirewinee from the existing wholesalers was brought to 
bear on the manufacturers selling to the group, under the 
complaint that the Syndicate was selling to its members 
below wholesale list prices, Such was the pressure that 
on this excuse, one after another the manufacturers 
notified the Syndicate that they would no longer sell to 
it. Faced with ruin, the members of the Syndicate decided 
to disband it and form a limited joint stock company, 
co-operatively owned, to operate as a wholesaler and to 
sell at wholesale prices -- but to return to its members 
all operational savings, in the form of commissions on 
their purchases. Thus it was that in 1904 Drug Trading 
Company Limited was born, 

Since its beginning, Drug Trading has been 
owned solely by its druggist-members., Each member invests 
in the company, which is governed by a Board of Directors 
consisting of twelve men, eleven of whom are independent 


retail druggists, the twelfth being its Managing Director, 


30|| Membership has always been open to independent druggists 
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1| registered and in good standing with their provincial 

2\| licensing body. A minimum investment of $120 is required 

of every new member, with a maximum investment of $1920. 

On this investment the member receives a return of 4% per 
annum. All earnings of the company are credited to members 
twice a year in the form of commissions on their purchases, 
Maximum commissions are paid on purchases where the member's 
investment is $480 or over. 

From the start, the Company's business philo- 
sophy has been to utilize the combined buying power of the 
members to obtain merchandise at the most advantageous 
prices consistent with fair dealing and with operating 
the co-operative wholesale house on a basis which would 
provide adequately for future growth, Certain co-operation 
has had to be solicited and has to a great extent been 
secured from the members over the years, to enable the 
expenses of the wholesale to be kept down. We refer to 
such things as the druggist-member writing his own general 
orders and sending them in, rather than make it necessary 
for a "salesman" to come in for the order, or even for a 
telephone clerk to call. 

Drug Trading Company has, to a unique degree, 
acted as a "watch dog" of the interests of its druggist- 
members. lt has been quite logical, we feel, that the 
Company owned by druggists should be vitally concerned 
always to obtain for the druggist the best possible terms, 
as compared to companies selling to the retailer but 
publicly or privately owned. Drug Trading has earned a 
reputation of being ageressive in bargaining with its 


suppliers. We are proud of this reputation, because of 
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With respect to obtaining best possible 
terms from suppliers, it is our firm belief that the 
cheaper we can put the merchandise into our customers! or 
members' stores, not the more profit they will make, but 
in the overall picture, the lower will be the prices at 
which the general public will obtain wanted merchandise 
from these stores, The operations of this co-operative 
buying organization do help to provide the members with 
some added assurance of making an adequate living, but, 
more importantly, enable hundreds of independent pharma- 
cies across the land to provide a needed health service 
to the public on a price basis comparable with the largest 
mercantile organizations -- and in areas where these 
latter organizations do not see fit or are unable to pro- 
vide the close relationship which is desired by the public 
in respect to pharmaceutical services. 

By the end of its first year, Drug Trading 
Company was able to report business of $250,000, and 
$18,000 was paid back to the membership then numbering 
| about 200. 

At the close of its last financial year in 
March of 1961, Drug Trading Company reported annual gross 
sales (i.e. before return of commissions) of $39,955,772, 
and for that year returned to its members $3,440,643 in 
commissions. This brought the total amount returned to 
its members since 1904 to $50,838,426. While this seems 
like a tremendous sum, it must be pointed out that the 
membership in the Company now totals 1863, and of this 


number, 1601 are actively in business and operate 1655 
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1| stores, Thus the average commissions per store are in 


Without the return of earnings from Drug 
Trading Company to the retail pharmacist (and most Ontario 
pharmacists are Drug Trading members), which thereby 
reduces his cost of merchandise, the average net profit 
would be cut very significantly. 

It should be pointed out here that due to the 
interplay of competitive forces over the years, the major 
wholesale competitors of Drug Trading Company are offering 
certain inducements approximately equal to the Drug Tradin 
commissions, so that the retail druggist not purchasing 
from Drug Trading, obtains much of his merchandise at a 
lower net cost due to the existence of our organization, 

As mentioned earlier, the wholesaler has 
long recognized that he must do more than merely act as a 
distributor of merchandise, Apart from our unflagging 
efforts from the start to obtain goods from manufacturers 
and other suppliers to turn over to our members at best 
prices, we embarked on a number of Significant moves over 
the years. 

In the second decade of this century, the 
chain drug store came upon the local scene, to add to the 
competition.the independent druggist was already feeling 
from the departmental store, the mail order house and also 
the syndicate store. 

With the advent of the chain drug store, 
price competition moved substantially into the area of 
private brand household drugs and remedies, as well as 


nationally advertised brands. To assist the independent 
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to remain relatively competitive, in 1932 Drug Trading 


_ purchased the manufacturing organization which then became 


its wholly owned subsidiary, Druggists! Corporation Limited, 
With these facilities Drug Trading set about to produce 
household drugs and remedies, and also pharmaceutical 
products, at competitive prices put of the highest: quality. 
Modern pharmaceutical equipment was installed and facilities 
were set up to provide quality control of all manufacturin 
and. finishing processes, At present, we employ three 
graduate pharmacists and one Bachelor of Science in this 


division, 
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Our rigid system of inspection of incoming 





raw materials and our high standards result in our 
frequently rejecting supplies which would pass even the 
exacting standards set up by the Food and Drug Department 
at Ottawa. Constant quality control checks throughout 
manufacturing processes can also result in our rejecting 
batches which would pass the minimum standards. 

It might be stated here that for many years 
Our manufacturing division has marketed pharmaceutical 
products under both trade names and generic names. The 
parent wholesale company has handled for years drugs and 
chemicals produced by other manufacturers and marketed 
under their generic names. Today Drug Trading carries a 
very comprehensive line of generic name products, in fact 
many generic name products are stocked from two or more 
manufacturers. 

Due to the changes taking place in the 
pharmaceutical field, particularly in recent years, many 
of the older standbys of the medical profession have 
suffered severe declines in demand. Yet there is still a 
need for them, It should be pointed out that many of the 
manufacturers have vacated this field, due to the relative 
unprofitability of the reduced manufacturing volumes 
involved. Someone has been needed to maintain production 
of these products. We are among the few to whom the 
responsibility has been left to fulfil these needs. Being 
the company of the retail pharmacist, it is we to whom our 


members look to supply this unprofitable but necessary 


service to the public. 
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PHbelofDaek, 

In theilate. '20's and. early -'30's, the 
independent druggists! big competitiors were proclaiming 
to the public their low prices, by large scale newspaper 
advertising, by mail order catalogue, by house-to-house 
circulars and by other means. It was apparent that the 


independent druggist needed some effective way of letting 


The answer to the problem was a new mer- 
chandising and advertising plan in the form of the in- 
dependent Druggist' Alliance or "I.D.A.", introduced into 
this market in 1933 by Drug Trading Company. The Allianc 
was a voluntary organization designed to help druggists 
tell their story to the public. This story of "Competitive 
Prices and Friendly Personal Service" was told in many 
ways -- through newspapers and handbills and other ad- 
vertising media, as well as through a wide variety of 
competitively priced drugs manufactured by our subsidiary 
and packaged under the I.D.A. label, Identification of 
the retailer with the plan was made possible through stor 
Signs’; \étci. 

This plan was an almost immediate success, 
as the public was brought to realize that the independen 
druggist could and did compete with the mercantile giants, 

The I.D.A. has had a substantial growth, 
now embracing about 530 of the stores in Drug Trading's 


membership. Its merchandising policies have always aimed 
at creating business for its independent members by keeping 


them competitive and telling the public so. Today, I.D.A. 
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is facing up to the challenge of new competition with a 
vigorous and aggressive merchandising approach. 
STORE MODERNIZATION 

Another important service rendered by Drug 
Trading to the retail pharmacist, and indirectly to the 
Canadian public, was the institution in 1945 of a store 
planning department. There was a need for professional 
advice on this subject, as more and more druggists came 
to realize the importance of modernizing their premises, 
It can be said that as "preachers" of the value of store 
improvement, we were duty bound to provide the needed 
assistance. Counselling is done free by our experienced 
store planning staff, while our set-up crew is available 
at nominal rates to perform much of the labour involved 
in making store changes. In the few years of this depart 
ment 's existence, it has worked with hundreds and hundreds 
of our members. We believe it has been to a considerable 
degree responsible for the relatively high calibre of the 
majority of independent drug stores in this province. 

Store modernization services, merchandising 
assistance through "I.D.A." and other promotional means, 
controlled brand merchandise, etc., are some of the major 
ways in which Drug Trading assists its members. Individual 
counselling on such matters as store management policy, 
financing, relocating businesses, etc. are other ways in 
which Drug Trading is called upon just about every day 
by its members. 

For the services of distributing manufacturers! 
merchandise, carrying the retailer credit risk, etc., the 


wholesaler works on a relatively inelastic "spread" or 
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gross profit. In the U.S.A. the National Wholesale 
Druggists association represents well over 50% of the 
wholesale drug business of that country. The 1960 survey 
figures published by this organization show an average 
over-all gross profit for its member houses of 17.26% on 
Sales, with expenses of 13.67%, and net profit of 3.59% 
before income tax. 

In Canada, the Dominion Bureau of Statistics)’ 
most recent tabulation available to date of Operating 
Results of Drug Wholesalers is for the year 1957. For all 
Canadian drug wholesalers in that year, the gross profit 
Shown was 11.79%, total operating expenses were 9.784, 
and net profit of 2.01% before income tax deduction. 

Drug Trading Company figures for our full 
fiscal year ending in March, 1958, the nearest full year 
to the above D.B.S. figures, show our gross profit on 
sales to be 8.76%, our total operating expenses to be 
8.69% and our net profit before tax .07%. These figures 
are based on our net sales, that is, our gross sales, 
after all returns, reduced by the commissions returned to 
our customers. 

However, Our figures are on a comparable 
basis to those of "all Canadian drug wholesalers" in the 
D.B.S. tabulation, as, in the main, our competitors’ gross 
sales figures are after the application of such discounts 
off the invoice or off the monthly statement as many of 
them allow to offset our commissions. 

We would like to make the point that, assuming 
at least equal buying power producing at least equal net 


costs, the margin between our total sales and our cost of 
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merchandise was 8.76% over approximately the same period 
that the same margin for all Canadian wholesalers was 
11.79%, -- our expenses were 8.69% as compared to 9.78% 
-- and our net profit .07% as compared to 2.01%. D.B.S. 
figures published in 1955 compared to our results in the 
fiscal year ending March, 1956, show a similar picture. 
It bears out our contention that our basic creed is (and 
in practise we carry it out) to place merchandise in the 
hands of our retailers at the lowest possible prices, 
Looking at our operating figures before 
deduction of commissions paid back to our members, we find 


the following: 


N.W.D.A. Wholesalers Drug Trading Company 
year 1960 year ending March, 1961 
Sales 100% Sales 100% 
Gross Profit 17.26% Gross Profit 17.8% 
Total operating Total Operating 
costs 13.67% costs 9.2% 
Net profit (before Net profit before 
income taxes) 3.59% payment of commigs- 
sions 8.6% 
Rate of 
Commissions 8.6% 


Net profit before 
taxes nil 


We believe that the above figures tend to 
verify the point we have attempted to make previously as 
to the objectives and effectiveness of our operation. 

It is worthyof note that in the early days 
the traditional retailer discount on proprietaries and 
patent medicines was 33 1/3% and the wholesaler discount 


20% plus 2% for cash. (There were at that time few of the 
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So-called pharmaceutical specialties, indeed few packaged 
cosmetic products), Today the profit obtained by the 
retail pharmacist on these lines is rarely as much as 30% 
of his selling price, based on wholesale invoice prices, 
while the wholesaler's gross margin has also diminished 
substantially. 

THE ACTING CHAIRMAN: I wonder if we could 


have a five-minute recess, 


-=--Short recess. 


THE CHAIRMAN: Mr. Fullerton tells me Mr, 
Legge was in the midst of his presentation. Would you 
proceed, «please? 

MR. LEGGE; yes, sir. JI believe I was on 
a point on page 12 of the brief where it reads: 

Wholesaling costs in the drug field reflect 
circumstances that are peculiar to this field, such as; 
(1) A tremendous number of products must be 
carried in inventory. To satisfy the needs of the medical 
profession, close to 10,000 pharmaceutical products are 
carried in our stock, and thousands more must be procured 
from time to time to fill specific needs. Additional 
thousands of products comprise our stocks of sick room 
Supplies, first aid products, fine chemicals, essential 
oils, elastic support products, health appliances, pres- 
cription glassware, etc. Also in our inventory of some 
27,000 items are, of course, patents and propriste Ss, 
toilet articles and cosmetics, confectionery, tobacco pro-# 


ducts, sundries, and others. Certainly there are many 
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cases of duplication of brand names, but this is equally 
true in the fields of food products, electrical appliances 
wearing apparel, etc., and this condition is, we believe, 
inherent in our democratic economic system. 

We regularly purchase for inventory from a 
total of over 1400 different suppliers, in a number of 
cases importing from U.5.“., Great Britain and other 
countries. We now operate a total of 4 warehouses in 
Ontario to meet the Province's expanding needs, with the 
branch warehouses in Ottawa, Hamilton and London all 
carrying substantially the same number of items in inventory 
as our Toronto warehouse, Our total staff at October 31, 
numbered 785, including 14 graduates of the Ontario 
College of Pharmacy. 

(2) We are required to obtain signed orders from 
duly licensed pharmacists in the stores of all our retail 
customers before processing orders for some 1387 items -- 
452 narcotics, and 929 "Schedule G" drugs. On 273 sSo0- 
called "straight" marcotics and 350 "straight" Schedule G 
drugs we must keep detailed records and report all receipt 
and disbursements to the Department of National Health 

and Welfare, Division of Narcotic Control, at Ottawa, ever 
month. We are also required to record and control all 
orders for Rubbing Alcohol for the Department of National 


Revenue, Customs and Excise. Special restrictions in 


regard to handling and delivering or Shipping straight 
narcotics must be carefully observed. 
(3) Regulations by the Board of Transpor 


Commissioners prescribe the way in which acids must be 


packed for shipment by freight or express, and such 
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products as these and the many fragile items of prescrip-= 
tionware, etc., call for costly handling methods even 
when delivered by our own vehicles or other common carriers. 
(4) Even the largest retail drug organizations 
have the need of the services of the wholesaler. We 

count among our customers G. Tamblyn Limited, the drug 
departments of T. Eaton Company and the Robert Simpson 
Company and the lessees of the drug departments of Towers 
Marts and the Sayvette organization. It is simply not 
economically sound for these drug organizations to purchas 
all lines direct, although they do purchase in this manner 
to a major degree, However, the small retail druggist mus 
maintain a broad variety of stock to meet the needs of 

his community, and sound business practice dictates that 
he buy most items from the wholesaler in less than case 


lots. 
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An analysis of our sales shows that only 
about 9% of our invoice lines are for original case quanti 
ties, the remaining 91% requiring to be "picked" in broken 
quantities and repacked in mixed cases for transfer to our 
customers, Earlier, we referred to the number of suppliers 
represented in goods assembled for two druggists! orders. 
On these orders only 16 out of 384 items, or 4%, were for 
case lots, 

(5) The variety of pharmaceutical products, 
the number of variations in dosage forms and in strengths, 
the difficult nomenclature, the importance of observing 
dating on products, the necessity of refrigerating many 
of them, etc., are factors that make it necessary for us 
to employ a highly trained warehouse staff of considerably 
above average knowledge and experience to handle this 
branch, of our business, 

(6) Quick availability of pharmaceuticals 
ean often save a life. Special service on mail orders, 
daily deliveries in urban areas, and keeping our warehouse 
open beyond normal hours are ways in which we help to speed 
up the flow of these essential products to the public via 
our customers! dispensaries. 

The foregoing circumstances all contribute 
to the cost of performing the drug wholesaling function, 
which we believe to be not out of line with the value of 
the function performed. 

We would mention here that it has long been 
the contention of the wholesale trade that discrimination 
exists against the wholesaler in the matter of the business 


tax as it is collected in Ontario. For business tax the 
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wholesaler is assessed on 75% of the assessed property 
value; the manufacturer who often sells direct to the 
retail trade in wholesale quantities is assessed on 60%; 
and the department store, which buys to a great extent as 
a wholesaler and sells as 4 retailer, is assessed on 50%, 
This discrimination has gone unadjusted since business tax 
was introduced here in 1904, despite many representations 
for equitable adjustment, 

Reference was made earlier to the fact that 
certain manufacturers do not allow the wholesaler a 
discount in recognition of services performed. In such 
cases, the wholesaler must add on his needed markup and 
sell to his retail customer at a price substantially 
higher than the retailer can purchase direct. However, 
minimum direct order requirements, immediate availability 
from the wholesaler and other considerations lead many 
retailers to purchase these goods from the wholesaler 
despite this price differential. 

Policies vary among manufacturers and are 
modified from time to time. Some have always sold only 
through the wholesaler, others allow the wholesaler a 
discount over and above the direct price but continue to 
solicit direct business from key accounts, while at the 
other extreme are those who attempt to sell direct as much 
as possible and even go so far as to sell retailers at 
lower prices, when everything is taken into account, than 
they sell to the wholesaler. To the best of our knowledge, 
however, in the pharmaceutical field, all the manufacturers 
do sell " some terms to the drug wholesaler, with the 


exception of one house which, for reasons unknown to us, 
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will not sell its merchandise to Drug Trading Company. 
While we do not stock all items of all phar- 
maceutical manufacturers, we are prepared to carry any 
product for which there is demand, We have a policy of 
allowing manufacturers marketing to any reasonable extent 
in our trading area, the privilege of putting their new 
items in our stock as soon as on the market, a service 
enabling our members to serve the public quickly and 
efficiently. As previously mentioned, we will procure, 
or attempt to do so, any pharmaceutical product ordered 
from us, that is not stocked. Apropos of this, we would 
make it clear that as a wholesaler, we supply exactly what 
is ordered whenever possible, The question of generic 
versus trade name to us is not of major importance, If 
trade names are specified, we fill them. If an order 
calls for a correct chemical name of a drug and specifies 
the manufacturer, we fill the order accordingly. In our 
view, when the manufacturer's name is specified, along with 
the chemical name, this is no longer a generic name product 
but a branded product. If an item is ordered by generic 
name -- no maker specified -- we feel it our responsibility 
to decide which manufacturer's product to fill on the 
order, This is merely an extension of the point of view 
held by our directors, who are retail pharmacists, that a 
generic name drug should be dispensed at the retail level 
with the product the pharmacist decides is most suitable, 
and that when a proper chemical name appears on a prescrip- 
tion, if the maker's name is specified, it amounts to a 
trade name and the dispenser is bound to supply it accor- 


dingly. We believe that in many cases, the physician 
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1| recognizes the problem of the pharmacist in being unable 

2| to stock a particular formula in all the brands in which 
ait is marketed, and so, prescribes by generic name, knowin 
4 the pharmacist will dispense a brand in which he has full 
5) confidence, 

‘We would draw attention to the "perplexity" 
existing in the minds of many pharmacists today concerning 
the standards of pharmaceutical service that should be 
embraced by the retailer. Certain press reports quote the 
operator of a pharmacy to the effect that costs of pharma- 
ceutical service can be cut 25%, This apparently involves 
eliminating such services as pick-up and delivery of pres- 
criptions, accepting prescriptions from doctors by tele- 
phone, credit, refunds, etc, This spokesman, according 
to the press, however, states that such an operation does 
not take care of emergency cases -- they are left to the 
neighbourhood eras store. Is this, we ask, a proper phar- 
maceutical service? Not according to generally accepted 
standards. We waild point out that the pick-up and deliver 
of prescriptions is a necessary adjunct of good service to 
the public: all too frequently, without this, the "bread - 
winner" of a family hit by illness would have to be absent 
from work in order to go to a pharmacy, have vital pres- 
criptions filled and return with them to his ailing family. 
Furthermore, in our years of close relationship with retail 
pharmacists, never have we known an instance where a patien 
seeking a prescription was refused for the lack of immediat 
funds to pay for it. When a member or potential member 
seeks counsel on the extent of the services he should offer 


the public, we are constrained to advise him SO OPTED every 
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possible service that can benefit the public in emergency 
situations, 

We believe that the prices of prescription 
drugs, even under standards of the fullest service, are 
not at all high in relation to the efficacy of prescription 
drugs today and in relation to other living costs. Apropos 
of this, we quote the following paragraphs from the August 
1961 issue of the Canadian Pharmaceutical Journal: 

"Twenty years ago, a case of lobar pneumonia 
meant five weeks in hospital, long convalescence, and $300 
to $500 for doctors, nurses, medicine, oxygen, and hospital 
eare. Today, it usually means two weeks of illness, 
generally at home, and $15 to $30 cost for drugs. 

"Two decades ago, syphillis was an important 
cause of expensive illness. Today, it is brought under 
control with treatment by penicillin in the physician's 
office. Thirty years ago, treatment of mastoiditis cost 
at least $1000, requiring surgery and possible permanent 
impairment of hearing. Today $15 worth of antibiotics 
clears up most cases without surgery. (D.G. Cooley, "I 
Hate to Buy Drugs But --" (National Pharmaceutical Council, 
Ine. 1957)) 

"The average cost per prescription in Canada 
has been rising from $1.72 in 1950 to $2.98 in 1959, (Uh els, 
Fuller (ed.), The Canadian Pharmaceutical Association 
Annual Survey of Pharmacy Operation, The Canadian Pharma- 
ceutical Journal, September, 1960) However, the real cost 
of medication may not have been rising so dramatically. 
According to the Health News Institute, a factory worker 


thirty years ago would have to work ninety minutes to pay 
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the average prescription cost: today, he would have to 
Even this overlooks the fact tha 
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work eighty-six minutes, 
the drugs purchased today are far more effective than 


those purchased thirty years ago", 
Our belief is that pharmacy has been 


adversely affected by the dissemination across this land 
of an entirely unjustified portrayal of the retail pharma- 


cist as a person using his peculiar position on the health 


team to line his own pockets at the expense of the ailing 
On the other hand, we believe him to be a better- 


public. 


than-average small businessman and a professional man who 
is sincerely interested in the welfare of his customers, 


and the recompense for his professional services is not 


In our operation as a wholly druggist -owned 


high, 
Wholesale house, we have been able to assist our independen 


druggist members to secure a good living out of retail 


pharmacy, while at the same time bringing to the public 


those services which they desire and, at costs to the 
public in line with those resulting from the operations of 


the vast and well run corporate competitors. 
In closing, we would like to quote the words 


of a writer in the publication Drug Trade News (March 20, 


1961) in summarizing the position of the drug wholesaler: 
"While the wholesale drug business may be 


only another business to the untrained and uninformed, 


nevertheless it is truly an encyclopedic undertaking which 


demands an encyclopedic grasp of the complex economics of 


production and distribution as these bear upon the overall 


pharmacy field. 








th ® 
= 4 
= ‘al 


: - 7 | mal ; Efe | x } \ 
sgasl — ‘ata oo x RRVOHEMOTE |BUOMA Y + re Aggy 
3 . 


ATA GTMORGT 




























" = 


ot oved biyow el -ysbos <teoo notiqtrossrq esgetsvs odd tr 

Vedt gost odd atoolLrovo. atdy aevd ,estunim xta-ytdgie wrow | ¢ 

: nent sevitostie stom ret ots ysbod beasdowug anuyb ond 1é 
."egs atsey yeatdt beasdorwg saodt jas 
meeod aad vosmrscdiq tsa ak tetisd ts } nos z 

- bast aldd eects tdesertitncedimeata vd betostis yloersvbs ig 
-smxsdigq [fste* edt to [sysrtroq bettivestay ylorkdes as to ly 
mofsed ant no nottbeog tsetivosa ald gntavy nosisq s as tefo ig 
uarifts sdt to setedaxs sit ts etsvooq nwo aid snif oF mse je 
ipeleee s ed ot mid svotisd ow . Saeed todto eft m0” Jokfidnsg ior 
onw mem Isnoteestorq s bas asmeaeentand Ifsme eastovs-nmsad itt 
,etemotens etd’ to systiow oda nt botesredal. yLotoonte at ist 

tom at esstvrse I[snofeestorgq etA rot Setequosst ent paw ler 
 gelgtet as 

Hstrwo-geisnaimb yifodw s es notvstego sve nl’ © ~ Her 
Jrteb as.qabrrk wie tafees oF elds assed evsed sw ,sauod slseolodw i ol 
| fistver to two anrtvil boon & etnmo9e8 of atedmom Jalgavcb | VL 
siiduq sAd ot antanitd omit omse sdt ts oltrw eoameda a 
eit ot eteaoo-ts .fns exrtasb yond dotnw assoiyvise paar lor 

to enotisrego savy moxt antiiveor seodd dédiw enti mt otidug| or 
‘,artotiveqnos sisiogios mux [few bas gasv sit] re 

abtow ond etonp of sxil Blyow ow .anteolo al Taf ~> Hee 
.OS doteM). ewe oberT suid aottsotidwa edd at xstinw s toler 
:refseelonw surb end to mottteog eft gntstvsmmye at (del | ac 
od Ysm eeonteud guxb olsgefonw edt el tw" | oT ee 


| ,bemrotrniny bas bentsytny eit o¢ aeontand vonsons = 


| dotdw gratvedrobay dibsqofoyens ne yiuad at jt eveLoridroven) Ts 


| | | 
to golmonope xelqnoo ond to gesrty olbeqoLoyons ms ebmsmeb| 3c 


Sagano edt soaquy sod ri as ttotdudiatetb bas Tortouborg| es 


. ne 7, ve ‘dy Aly» il 
¥ halts ” hy Oe i By i ue = " ed wi 2” WF OBE nTey & srig | i ¢, 
F XS =i 


se 





a . 








3053 


Legge 





© 
< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 
"The wholesale druggist must be in daily 
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touch with the many segments of the pharmaceutical indust 
the growing complexity of distribution; the underlying 
psychology of retail pharmacists and their mounting compe- 
titive problems; a close knowledge of drug industry pro- 

ducts, their sources, varieties and their distributional 
requirements; a day-to-day knowledge of the competitive 

pressures bearing upon the manufacturer, wholesaler and 


retailer and a sure-footed grasp of the basic economics 


of retail pharmacy operations". 
Gentlemen, in closing may I offer an invita- 
If you so wish we would be 


tion to this Committee, 
delighted to have you visit our operation in Toronto and 


see for yourselves the operation of a wholesale drug 


company. Thank you, 
MR. RICE: 


Mr, Legge, you are manager of 
the Toronto branch of Drug Trading Company Limited? 
I am that as well as Associate 


MR, LEGGE: 


General Manager of the company. 
MR. RICE: How long have you been manager 


of the Toronto branch? 
I should be able to tell you 


MR, LEGGE: 


exactly, but I can only say it is about five years. 
How long have you been associated 


MR. RICE: 


28 years. 


with Drug Trading Company Limited? 
MR. LEGGE: 
What qualifications did you have 


MR, RICE: 

when you came to Drug Trading Company Limited? 
MR. LEGGE: I joined the company on gradua- 

I graduated 


tion from the University of Toronto in 1933. 
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in Political Science and Economics. 

MR. RICE: I understand that you have with 
you today in addition to your solicitor, Mr, Foster, also 
certain officers of Drug Trading Company Limited, You 
might introduce them to the Committee, 

MR. LEGGE: Yes. Mr. Crawford Gould, Presi- 
dent of Drug Trading Company, Mr. Reg Cary, Managing 
Director of the company, Mr. Harry Jones, our General 
Manager. 

MR. RICE: May any pharmacist or pharmacy 
join Drug Trading Company? 

MR, LEGGE: Any pharmacy that is registered 
and in good standing with the provincial licensing body 
is free to apply for membership. 

MR. RICE: When you sell your products, do 
you sell to others as well as to your members? 

MR, LEGGE: We sell to no other retail 
stores than our own members. We do have a small industrial 
business and we do sell to some hospitals, 

MR. RICE: You have some institutions you 
sell to, do you? 

MR. LEGGE: Yes. 

MR. RICE: Do you sell to them at the same 
price you sell to your members? 

MR. LEGGE: Actually those hospitals that 
have a pharmacy and have a registered pharmacist in charge 
could become members and in that case they participate as 
members through the return on earnings. If not, we sell 


them at our wholesale list price. 


MR. RICE: I note in your brief you also hav 
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set out on page 4 a number of services that you provide 
for your members, Have you a staff or some special depart 
ment or training personnel that goes around and provides 
these services? 

MR. LEGGE: I wouldn't say that all the 
services are handled every day on an organized basis, We 
do have a staff that is providing these, is offering or 
providing these services on a regular basis, but certain 
others are provided on request of the members. 

MR. RICE: Would you for instance in the 
accounting record system, if they request assistance, do 
you obtain professional assistance for them? 

MR, LEGGE: They are provided that assistance 
by members of our own staff, but those members are occupied 
in other ways at other times, They are not solely counsel - 
ling members on these problems. 

MR. RICE: And this assistance that the 
member gets, is that free of charge to him or does he have 
to pay? 

MR. LEGGE: No, that is free of charge. 

MR. RICE: I note on page 3 you set out a 
decrease in your members from 1953 down to 38. Can you 
give the Committee any idea as to any reason that there 
would be a decrease in the number of members? 

MR, LEGGE: Well, I can only speculate on 
that. 1 can't really give you a specific reason in 
various cases. I certainly feel in some cases because OL 
the changing picture in certain areas that it was made 
unprofitable to continue in those areas. Perhaps there 


4s a tendency for a small business, particularly in the 
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drug field, where the doors are open so long, it is pretty 
difficult for graduate pharmacists to keep a store quali- 
fied and keep it open that long to satisfy the public, if 
he is not doing enough business to have additional quali- 
fied help in his store, 

MR. RICE: Would it be general that the 
number of pharmacists in Canada generally are reducing in 
number? 

MR, LEGGE: I cannot answer that, Mr. Rice. 

MR. RICE: On page 2 you refer to two 
examples of purchasing. I note that you had documents, 
Would you file those with the Secretary as exhibits to 
your presentation? They are those examples, 


MR. LEGGE: Surely. 
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MR, RICE: And are those examples typical? 
MR. LEGGE: Well, they are typical insofar 
as they are, shall I say typical large orders. We have 
many, many small orders but those are large orders coming 
in from customers from out of town where they do not 
order frequently. As to the distribution area, as to the 
point we attempted to make and the number of items, the 
proportion of different suppliers, the total number of 
items ordered, that would be typical I would say of all 
these, 

THE CHAIRMAN: Mr. Legge now files with 
the secretary certain documents, what are they, Mr. 
Gadsby? 

MR.GADSBY: These are copies of orders 
received by Drug Trading Company from the members of the 
Association, 

THE CHAIRMAN: Without going into detail 
could you identify them for the record, 

MR, GADSBY: Yes, an order for a pharmacy 
in northern Ontario dated October 24; another one from a 
southern Ontario pharmacy dated October 31. The first 
has 126 items and the other is 256 items. 

MR, RICE: On page 5 and again on page 9 
you refer fo Memon ig benta's Would you describe to the 
Committee the type of advertisements you are referring to 
there that these houses were able to do? 

MR. LEGGE: Well, on page 5 I am referring 
to the advertising being conducted by the competitors of 
the independent druggist. 


MR, RICE: Would this be direct price 
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advertising, advertising prices? 

MR, LEGGE: Well no, as I point out at 
another stage, in those earlier days the advertisements 
were largely on patent and proprietary remedies, I would 
not say it applies to pharmaceutical products, it would 
be price so far as I refer to advertising. of cut prices. 

MR. BRYDEN: Would vitamins be a significant 
item in the products you are referring to? 

MR. LEGGE: Well, not at this early stage 
because we did not have them but today they are significant. 

MR, BOYER: Ditd.Mr. Rice refer to the top 
of page 5 "Consumer advertising programmes"? 

MR. LEGGE: Was that what you were referring 
to, the top lime ondpage 5? 

MR. RICE: No, I was referring to further 
down and I was curious as to whether or not there was a 
type of advertising carried on in 1890 which is not 
permissible today. 

MR. LEGGE: It is very much the same ad- 
vertising today in the press and certain other media. 

MR, RICE: And Mr. Boyer's question about 
the top of page 5, you offer assistance to your members 
in merchandising programmes, what would that consist of? 

MR. LEGGE: We have an advertising depart- 
ment and for part of the time they are asked to assist, 
asked by one of our members to assist him in laying out 
a plan for advertising in his community and, again, we 
provide such service gratis to him. 

MR. BOYER: There is nothing in the way of 


co-operative sharing of the costs? 
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MR. LEGGE: No, Well, I should qualify 


co-operative plan where a group of I.D.A. stores through 
our facilities obtain the advantages of group advertising 
and group promotional assistance and so on. we do not, 
however, supply co-operative advertising allowances in 
the normal sense that I think you are referring to. 

MR. WHITE: But I.D.A. might put an ad and 
have a trailer with three local I.D.A. outlets, is that 
how it works? 

Mn. LEGGE: Yes. 

MR. WHITE: You never give an advertising 
rebate of any kind? 

MR. LEGGE: We did supply some areas -- in 
most areas we -- getting into this I.D.A. set-up, the 
I.D.A. members pay a fee and that fee covers a number of 
things including advertising in various media primarily, 
however, advertising in the Metropolitan newspapers, we 
will say. 

MR. WHITE: So they do co-op? 

MR. LEGGE: Yes, but they provide -- Drug 
Trading does not provide the money for it, the members 
jointly participating in their fees, There are some areas 
-- I will say too that Drug Trading does or the I.D.A. 
group which really operates in this area independent of 
Drug Trading do receive co-operative allowances from 
certain manufacturers. 


MR. WHITE: Pharmaceutical houses? 


MR. LEGGE: No, not pharmaceutical, no, 


MR, BOYER: Manufacturers? 
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MR. LEGGE: Certain manufacturers in the 
area of proprietary remedies, cosmetics and so on, 

MR. RICE: Does Drug Trading do a certain 
amount of manufacturing as well as wholesaling? 

MR. LEGGE: We have this manufacturing 
Subsidiary that does produce and package household drugs 
and remedies, also pharmaceutical products, 

MR. RICE: And does that manufacturing business 
market its products solely through Drug Trading or does it 
sell to other wholesalers and retailers direct? 

MR. LEGGE: Apart from doing a certain limited 
amount of custom manufacturing for other manufacturers 
their output is all through Drug Trading. 

THE CHAIRMAN: In what areas of drugs would 
the manufacturing occur? 

MR, LEGGE: Well, it broadly breaks down 
into two classifications, one classification is counter 
sale items in the household drug and remedy area and the 
second broad classification --- 

THE CHAIRMAN: Could you give an example? 

MR, LEGGE: Mineral O11, Cough mixtures and 
Epsom Salts, Olive Oil, et cetera, The other broad 
classification is pharmaceuticals and they are basically 
products used even today in compounding prescriptions 
such as liquid extracts, elixirs, tinctures, certain 
ointments and so on and a few of what we call specialties. 

MR. BRYDEN: What are some of your spe- 
ecialties? 

MR. LEGGE: We have -- when I say specialties, 


they are simply really very much akin to the other 
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1 merchandise, the manufactured items. We have given them 

2 trade names rather than sell under the generic’ name, I 

3 could mention one, for instance, we have Sapovir, which is 
4 


a liquid soap and then we have a children's cough 


5 mixture, Melasyl. 


6 MR. BRYDEN: Do you have any items, specialties 
7 that would be available only on prescriptions? 
8 MR. LEGGE: I would not say there are any 


9 in our line that are available only on prescription; they 
might be prescribed and in some instances I am quite sure 
11} they are prescribed. 

MR. BRYDEN: But any person could buy them 
from the druggist without a prescription? 

MR, LEGGE: Now, there may be a few of those 
specialties, I would not say for sure, that would be 
largely on prescription, but I would think that most of 
them are also -- they are freely sold over the counter. 

In other words, they are not the type of prescription that 
can only be sold -- 

MR, BRYDEN: A doctor may recommend them but 
he does not have to write out a prescription unless he 
wishes? 

MR, LEGGE: yes, particularly in the case 
of the cough syrup where we usually sell that in gallons 
and the pharmacist would re-bottle it in fouror six ounce 
bottles and he might have approached some of his doctors 
about prescribing it. 

MR. RICE: When you purchase from manu- 
facturers do you purchase at a discount from his suggeste 


sales price? 
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MR. LEGGE; You are referring to the 
pharmaceutical manufacturers? 

MR, RICE: Yes, pharmaceutical, 

MR. LEGGE: Well, in most case the manu- 
facturer has a suggested list price and he will allow us 
certain discounts off that price and we are billed on that 
basis, 

MR. RICE: Could you tell us what the range 
of those discounts are, what they would average out to? 

MR. LEGGE: Well, I do not think from the 
Suggested list price, I would think that the price to us 


would in pharmaceutical products would run from 40% up- 


wards. 

MR, RICE: Up to what? 

MR. LEGGE: Possibly up to 40 and 20. 

MR. RICE: That is 40 plus an additional 
20%? 

MR, LEGGE: 20 after the 40 is taken off, 
yes. 


THE CHAIRMAN: Let us put it this way, that 
your purchasing power and your distributing service which 
you offer to your own members and shareholders, you would 
be in a position to bargain and one would expect you 
would get a better price than a direct sales from the manu- 
facturer to a retailer? 

MR, LEGGE: I would not suggest that the 
difference between 40 and 40 and 20 is due to bargaining, 
it is due to manufacturer's policy. 

MR, WHITE: You indicated earlier you did 


price these prices out a little so there must be some 
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bargaining, 

MR. LEGGE: Well, let us admit that, 
Actually we would admit to influencing the manufacturer t 
extend to all wholesalers a larger spread, a larger market 
which would be reflected back as far as we are concerned 
in the lower cost to the retailer and ultimately to the 
consumer. 

MR, RICE: Then you sell to the retailer 
at the same suggested list price of the manufacturer less 
a certain discount? 

MR. LEGGE: Well, if the manufacturer is 
selling to us at say 40 in all likelihood he is selling t 
the retail trade with the same discount and in such case 
we would make our own price and mark-up. Place a mark-up 
on that merchandise that we would feel necessary in order 
to handle the business in order not to lose and be 
competitive with other wholesalers. Where he is offering 
40% spread for a retailer to work on then giving a whole- 
saler a discount but we would likely sell at his regular 
-- we would sell to our customer at the less, say if he 
was giving us 40 and 20 then we would sell at 40. 

MR. RICE: Which is the more common practice, 
selling 40 less wholesaler's discount? 

MR. LEGGE: Well, I could not say in terms 
of volume of business or really actually in terms of number 
of manufacturers involved. There are quite a number that 
sell direct at the same price that they sell to us and 


others that give us varying discounts up to what we con- 


sider a full wholesaler discount. In other words, there 


are areas in between that manufacturers sell to us at the 
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Same price that he sells to the retailer and the manu- 
facturer but gives the wholesaler a wholesale discount. 
There are others in between, some might get 40 and 10 in 
which case we might give a third off or something like 
that. 

MR, BOYER: You said something about these 
lower costs to the consumers and I do not quite understand 
how that can be. If there were a money discount to your 
firm would this make the selling price to the retailer 
lower and is that passed on, do you think, to the consumer)? 

MR. LEGGE: Well, that one specific item 
it might be hard to see that but over the whole picture 
the fact that we obtain lower costs enables them to com- 
pete with other retail outlets who are possibly capable 
of or prepared to offer lower prices and in order to com- 


pete they must move their margin of profit down. 
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MR, TROTTER: Mr. Legge, on page 9 you mentipn 
that there are a number of drugs that you still keep in 
Stock because the medical profession asks for them but tha 
the large companies now do not make them. How heavy a 
cost is this on your firm? 

MR, LEGGE: Well, I couldn't say exactly but 
I refer there to, for instance, this. line of pharmaceuticals 
we supply for the dispensary, the amount of dispensing 
done -- and compounding done in the dispensary of the 
retail drug store today is much less than it used to be. 

However, the druggist still requires to have 
his tinctures and elixirs for the limited number of 
prescriptions that are compounded and we keep these items 
in our line, whereas other manufacturers, in some cases, 
have gone out of those lines, 

MR, TROTTER: Well, would I be correct in 
assuming that the type of products that you try to keep 
in stock, that are no longer in fashion, that they aren't 
the antibiotics. They aren't to cure arthritis or things 


like that? 





MR. LEGGE: They are not including specifics 
no, They are to quite an extent, when I speak of un- 
profitable items it does not include those in declining 
demand or declining importance, 

MR. WHITE: The drug manufacturers indicated 
to us that they provide that service and stock all kinds 
of unprofitable items, 

MR. LEGGE: I wouldn't doubt they do, 

MR, TROTTER: Some of them do not? 


MR. LEGGE: That is right. 
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1 MR, RICE: Turning to the manufacturer's 
2), list price, you are not compelled to adhere to the manu- 


3] facturer's suggested list price; are you? 


4 MR, LEGGE: No, we are not, 
5 MR, RICE: Do you very often vary from it? 
6 MR, LEGGE: Well, that is relative, Its 


7| pretty hard to answer that. We do on certain lines make 
8| our own prices and have deviated from the manufacturer's 
9) list price for various reasons, competitive reasons, for 
10| reasons considering that they have not provided enough 
11); wholesale discounts for us to operate on, and other 

12) factors, 

MR. RICE: Would this be in very few instancles 
that you would vary from the manufacturer's suggested 
price? 

MR. LEGGE: Well as I intimated, where they 
sell to us at the same price as they sell to the retailer, 
they have no suggested price for us to resell, 

THE CHAIRMAN: Would it not be true that in 
the enc result it would not matter whether you sold a 
hundred per cent provided that the profits your company 
makes are distributed to your member or shareholder firms? 
And then they in turn would not only have their profit 
from their operation, be it great or small, but they 
would have this dividend cheque to take into account as 
an item of pure revenue, Then it becomes a matter for the 
retailer, or your member firm, to determine after he gets 
his dividend just what he is going to establish as his 
mark-up price. Ina net result, in the broad picture 


surely it doesn't make that very much difference does it? 
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MR. LEGGE: As to what level we set our 
prices at? 

THE CHAIRMAN: Yes, because profits will go. 
back to the member organization, 

MR, LEGGE: Well there is the factor sir, 
that our competitors are offering similar inducements. 

THE CHAIRMAN: Do they offer bonus returns? 

MR, LEGGE: Well as we suggest in our brief 
they may offer something similar to our commission as a 
discount from statements, We have to keep business coming 
in, Even our own members aren't required to buy everythin 
from us, THE CHAIRMAN: I take it that the manufacturers 
are carrying on a forceful competition to sell directly 
to the retailer in competition with you? 

MR, LEGGE: Well we are to a degree in com- 
petition with the manufacturers, certainly. 

THE CHAIRMAN: I suppose there is another 
factor involved in this too that the profits that your 
limited company would make would be subject to corporate 
taxation, wouldn't it? 

MR. LEGGE: Well, as a co-operative we are 
permitted to pay back our just commissions, and we do, 

As these figures would indicate, we do do that. We keep 
very little, reserve very, very little so our taxes are 
pretty low. 

THE CHAIRMAN: In that broad sense then the 
word "co-operative" would well apply to your operation? 

MR. LEGGE: I would say yes sir, 

THE CHAIRMAN: Then my original premise 


and proposition was reasonably accurate that in the end 
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result a retail member of your organization wouldn't 
matter too much what he paid because he is going to get 
his proportion of the profit back based on his purchasing 
volume? 

MR. LEGGE; That would be true. I would 
be inclined to agree with that provided we get the hadiieaes 
regardless. 

THE CHAIRMAN: Well to the extent that he 
purchased from you it would apply wouldn't it? 

MR. LEGGE: Yes, if he bought the same amou 
one way or the other it would make very little difference, 
but depending upon our price -- there is an inclination, 
we will say, for him to buy elsewhere if he can. For 
instance, if our prices were unduly high he might well 
buy elsewhere and get the immediate benefit say of the 
difference rather than wait until we pay him back his 
earnings some months later. 

THE CHAIRMAN: Then in an economical sense 
we are really talking about the forces of competition? 

MR. LEGGE: JI would say so, 

THE CHAIRMAN: I was really interested in 
your prief in one proposition which is somewhere around 
page 15 that one manufacturer doesn't care to permit his 
products to be distributed through you. Is that a well- 
known manufacturer or is he in business in a large way? 

MR, LEGGE: Well, it is, yes indeed, I 
would hesitate to mention the firm. I don't think it 


would do us any good or it would be of any great signifi- 
cance to this Committee. I can certainly give it to the 


Committee in confidence. 
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THE CHAIRMAN: Is it a firm of significance 
in the industry? 

MR. LEGGE?’ Oh, “yes. 

THE CHAIRMAN: On a Canada-wide basis? 

Met LAGGn: © Yen, [eedes 

THE CHAIRMAN: Are they a firm which -- I 
Suppose this sounds like "what's My Line" programme, I 
am not trying to get at the name but I am trying to 
establish the importance of the firm. Do they have research 
recLIIvies? 

MR. LEGGE: Well yes, they are one of the 
major pharmaceutical manufacturers. 

MR. WHITE: Every druggist in Canada must 
know the name of the firm so it can't be a secret? 

MR. LEGGE: I would say so, 

MR. WHITE: So why don't you tell us? 

THE CHAIRMAN: I might just digress and tell 
you one of the interesting conclusions or observations 
that I would have to make about these Committee hearings 
and they are not directed at you, Mr. Legge, but ina broa 
sense is that there is not anything about this subject, 
the cost of drugs and the implication involving the pro- 
blems of detailmen, the cost of research, the amounts 
spent on sales and advertising and all of the factors that 
go into this subject that has not been dealt with in 
detail in all publications, press and newspapers, magazine 
on the North American continent in the last ten years and 
yet the parties to these hearings would make it appear 


that this is a great big dark secret. 


MR. LEGGE: Well I Suppose there is no great 
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fs 





reason not to mention the firm name, If you would care 
EGshavemerdo s0,.7 wilh do.its« 

THE CHAIRMAN: I won't order you to give it. 
If you would care to give it in the light of my remarks -- 

MR, LEGGE: Well as I say, we don't know 
what their reasons are for not using us and so as their nee 
indicates it is important. It's the Eli Lilly Company. 

MR. WHITE: Well this brief that was pre- 
sented by the National Drug and Chemical Company, Lilly 
is shown as one offering the highest percentage of profit 
iDngeo ne, Land, 

MR. LEGGE: I don't know what their set-up 
igsauhere, sir, and I couldn't answer that. 

MR, WHITE:,..Lilly..are.itself offering firms 
4QO - 16-2/3 and 2, and the firm sells to retailers at 
40 and 2 leaving a gross margin on sales of 16.7. 

MR. LEGGE: I believe there are several 
firms that may not be listed there because I don't imagine 
that is a complete list. In fact, it was said it was not. 
“There are other firms that are giving a greater wholesale 
discount than that. 

MR. WHITE: But Lilly sells to these whole- 
salers and not to your wholesaling company is that correct)? 

MR, LEGGE: That is right. 

MR, WHITE: It isn't that they sell direct 
only? 

MR. LEGGE: No sir. They don't sell direct. 
They sell only through wholesalers. 
MR. WHITE: But not through you? 


MR. LEGGE: Not through us. 
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THE CHAIRMAN: I think that is a rather -- 
quite frankly, I am glad you declared that because I think 
that is a rather important observation that the public 

of this Province would be interested in because, quite 
frankly, the I.D.A., as many of us know, have a very 
favourable name with the public of this Province and to 


think that one wholesaler has black-listed you is astounding 


to me, 

MR. WHITE: That is the privilege of free 
enterprise, 

THE CHAIRMAN: I suppose, 

MR, LEGEE: As I say, we don't know the 
reason. 


THE CHAIRMAN; That is the point that is 
being raised in this Committee, that the importance of 
the subject of drugs goes beyond the system and it is a 
matter of public importance. That is one of the things 
we are trying to consider. However, we will be able to 
draw these conclusions at a later date, 

MR. WHITE: I have got a couple of questions 
here, Mr. Chairman, if I may. 

THE CHAIRMAN: Are we interrupting you unduly, 
Mr. Rice? 

MR. RICE: No. 

MR, WHITE: I can postpone my questions, if 
Mr. Rice has some more questions, 

MR. RICE: I haven't any. There was just 
one other. I can follow Mr. white, 

MR. WHITE: You have certain customers who 


are members, and certain customers who are not members, 






t ; i) ! ; ee i ae | 
cre) ay asol .QT4 .05 $ aavOMBMOTe avoma  \ Yee oT 
\ . * OIRATMO .CTHOROT ’ > ee 





~~ todder 8 €f Jedd Natdd I | :MAMATAHO SAT 


j otiduq edd dedt nofdsvisado tnsdroqmi redder s at gerd 
| Sstiup ,sevsoed at pWdnodbund $d bluow sontverd etdd te 

Yrev 8 Svsd wom ay To ymem es ,..A.G.1 odd .yliNastt 
od bat eae eid? to ofiduq odd dtiw emea eldsryovst 


gelbayotes ef yoy betalti-vdoeld asd relseeslodw sno gedt Aatdd 


,10e8saT “ 


eom og 
| Set to sgefiving eft et dest :STTHW JAM 
| Pee seinrgqrednas 
| -980Qque I :MAMAIAHOD SHT 
SiJ wood J'dob sw ,.yse Il sA sHaORI AM Si 


at ted? datoq odd et ded :4AMRIAHO 4HT la 





to ssnsvrogmt sid tedd ,eesdtimmod atdd at boats, antsd | 
| | 


sat tf bos metveya odd broysd asog aznuyb to tostdue ond 
















agnidd etd to sno et dsdT .esonsdroqmt otiduq to 1eddem | VL 


et sfds ed Iltw ew ,19vewoH .1ebLenos o¢ yntyrd sis Sw | 8 
.9Jsb retell 6 38 enotautorico saend waxb | et 

anoltigeyp to slqyoo & tog avec I :aTIHW .AM os 
| eyam I tt ,asmrisshO .rM .sred | If 

sae yoy saliquires3nt ew stA :WAMAIAHO HT EN 
PooLt som [ES 


.ou :S0I% AM ag 









tt ,anotdesyp ym esnogdacg neo I 3 aTLHW VAM 4 
-anoidesyp erom emoe esd sotA .xM | OS 
veut esw srenT .yns t'neved I :SDTR VAM ws 


.odidw .1M wolfot! mss I .rendto eno 


odw aremodayo mtedie9 even YOY SETTHW VAM ; 
i? hs 


2 ries ur yes 5H. sae Pet, | eae imate 

.213dmoem Jon SiB& Ofw aromodceayo ipdreo° bas a) odmom 91s | ~ 

: } ; . “a yy. . _ 
- i 





i) = Pa _ 





val 
i 


ANGUS, STONEHOUSE & CO. LTD. Legge 3072 


TORONTO, ONTARIO 


1) correct? 
2 MR, LEGGE: We only sell to retail customers], 
3] retail pharmacists that are members. I have mentioned 


4| that we do have some industrial and hospital business, 


5 to non-members, 
6 MR. WHITE: Is Eaton's a member? 
7 MR, LEGGE: yes, they are. Their Drug 


8| Department is a member, 

9 MR, WHITE: What restraints do you. place 
10/| on your members to buy from you in preference to other 
11] wholesalers? 

12 MR. LEGGE: There are no obligations for a 
13|| member to buy from us. 

14) MR, WHITE: Does his commission depend, 

15|| in part, on his volume purchase? 

MR. LEGGE: His retail commission, apart fr 
the fact that the commission depends upon our earnings, 
his rate of commission depends upon the amount of his 
investment. As was mentioned in the brief, if they invest 
with our company from $480.00 to the maximum of $1,920.00 
they get the highest rate of commission. 

MR. WHITE: What is that? 

MR. LEGGE: It's average -- the figures 
I gave here for last year average 8.6%, The highest rate 
-- I should say that there are certain lines that we do 
not sell on commission basis. They are sold net but the 
commissions run from I think it is 747% to 10% based on 
the amount of investment, and as [I say, that applies not 
on our entire sales volume. 


MR. WHITE: So he gets 4% on the money he 
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1] places with you? 
2 MR, LEGGE;:. That is right. 


ma MR, WHITE: And his commission, it is a 


4) monthly commission statement is it? 


e) MR. LEGGE: No, it is paid back twice a 
6| year. 
7 MR, WHITE: It varies depending on the amoun 


8. of money he has invested in the company? 

MR...LHGGE:. fhe rate,is. dependent on, the 
amount of money. The total volume is dependent upon the 
rate times his purchase, 

MR, WHITE: Is that terminal 10% in addition 
to that semi-annual dividend? I mean, for instance, this 
other wholesale company is giving 40 - 10, 25 - 10, 35-10, 


and so on, 
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MR, LEGGE: I would suggest that probably or 
2| possibly the 10 referred to there with their dividends, 

3] in addition to 40 is off their statement. We would bill 
4] it out at 40 and in terms of 10 possibly or somewhat less 


5| than that as commission, 


6 MR, WHITE: Semi-annually? 
i; MR. LEGGE: Yes, 
8 MR. WHITE: Are all the services you 


g| described to us provided free or do you charge for some 
10|| of them? 

11 MR, LEGGE: There are some that we make a 
12|| modest charge for. Il referred to our store planning 

13|| set-up crew. We charge for their time. Most of the 

14| services listed on pages 4 and 5 are provided free. 

15 MR. WHITE: Do you buy from Jules Gilbert? 
16 MR. LEGGE: We don't carry their line.of 
17|| stock. We do procure items of that company. 

18 MR, WHITE: Why don't you stock their 

19 || products? 

20 MR, LEGGE: We haven't had enough demard 
21||\from our customers. 

22 MR, WHITE: .Do you sell to the mail order 


93| pharmacy here in the city? 


24 MR. LEGGE: No, they are not members of ours, 
25 MR. WHITE: Have they applied for membership? 
26 MR, LEGGE: I don't believe so, 

27 MR, WHITE: Would you admit them to member- 
28 | ship? 


MR, LEGGE: I couldn't answer that. That 


30 |would up to the Board of Directors. 
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1 MR. WHITE: What are your terms? 

2 MR. LEGGE: Our terms are cash in seven 

3|| days. 

4 MR. WHITE: What if a retailer takes 60 

5| days? 

6 MR, LEGGE: Well, we charge an interest on 


7|| overdue accounts, We put them on a C.0.D. basis when his 
8|| account gets to a certain point. 

9 MR. WHITE: What are your receivables as a 
10|| percentage of annual sales? 

11 MR, LEGGE: Well, I could calculate that, 
12) can tell you our receivables average about 11 days' 

13) business. 10 to 11 days. 

14 MR, WHITE: What are the deals you mention? 
15|| What does that mean? 

16 MR. LEGGE: Deals, well, very frequently - 
17||and this does not apply primarily in pharmaceutical areas 
18] but there are many occasions in promotional items where a 
19|| manufacturer will have a deal with the retailer which he 
20|| sells to the retailer through us. 

MR, WHITE: That is a special commission at 
a certain time of the year? 

MR. LEGGE: It could be an extra discount 
or something of that nature. 

THE CHAIRMAN: Would that sort of a deal 
proposition be confined to items such as soap, toothpaste 
and shaving lotion? 

MR, LEGGE: Not entirely. 


THE CHAIRMAN: Does it enter the realm of 


drugs with which we are concerned ? 
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MR, LEGGE: 


Not to a substantial degree, 
I would say it does go into that field somewhat. 


There 
are certain items, you know, that are both sold over the 


counter and prescribed, 


There could be = I can't state a 
specific instance - there could be occasions when a manu- 


facturer of an item that is sold to a great extent over 


the counter might provide a promotional plan for the 


retailer similar to what might be offered on a cosmetic 
product. 


THE CHAIRMAN: 


Well, certainly it would not 
be in the field of drugs that requires a’ prescription? 


MR. LEGGE: 


I would say it is very unlikely 
to be on items that are sold only on prescription, 


THE CHAIRMAN: What I am trying to get at - 
I want to get the accuracy established with respect to 


your evidence - on an item like vitamins which anyone can 


buy if you go in the store, that might be subject to a 
deal? 


MR, LEGGE: Oh, yes. 


I would say though 
that items that are confined to sale by prescription, it 
would be most rare, and I can't think of instances where 


they are subject to promotional deals. 


MR, WHITE: 


Your subsidiary makes pharmaceu- 
tical products as well as patent medicines? 
MR, LEGGE: 


We make pharmaceuticals and 
household drugs. 


They are not patent medicines, We don't 
have a patent number on them. 
MR. WHITE: 


Do you make or copy or provide 
Meprobamate, for example, under your own label? 





MR, LEGGE: No, we do not. 
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1 MR. WHITE: Do you supply some well-known 
2| drugs like that, with your own label? I am not that 
familiar with the names, 

MR. LEGGE: We supply some well-known drugs, 
whether you consider them like that or not is a matter 
that I wouldn't like to judge. We sell, for instance, 
phenobarbital. 

MR. WHITE: How would your price compare 
with the branded drugs? 

MR. LEGGE: I would say phenobarbital is 
sold by a number of manufacturers under that name. I 
imagine it is also sold by some of them under a trade 
name, Il would say generally speaking our prices are low, 
without saying they are necessarily the lowest, 

MR. WHITE: Do you sell to hospitals that 
are not members? 

Minw LEGGE :caYes, we do. 

MR. WHITE: How do you charge them, the 
wholesale price? 

MR. LEGGE: We charge them our regular 
invoice price, 

MR, WHITE: They don't get commission? 

MR, LEGGE: They get no commission returned. 
Mind you, it was mentioned here earlier there is an adjust 
ment in regard to sales tax; they are able to buy and they 
are licensed, and that is looked after. 

MR, WHITE: If they have a pharmacist, can 


they be a member? 


MR, LEGGE: If they have a pharmacist in 


the dispensary. 
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MR. WHITE: Then they would get 40 and 11 
for sales tax and they would get commission also? 

MR, LEGGE: They would get the regular - 
whatever the discount might be, whether it is 40 or not, 
on the specific line they were purchasing. They would get 
relief from the sales tax and they would also participate 
in our earnings, 

MR. WHITE: What discount do you give for 
sales tax. on sales tax-exempt purchases? 

MR, LEGGE: 8.6%. 

MR, WHITE: You mention in your brief new 
products put in stock immediately whenever the manufacture 
comes out with a new product. Is that on the condition 
you can return the full product? 

MR. LEGGE: Yes, that is part of the agreement. 

MR. WHITE: So they could put in unlimited 
supplies; you wouldn't care? 

MR, LEGGE: I wouldn't say that. We would 
exercise some discretion in regard to how much they put 
in, 

MR, WHITE: But you would have no reluctance 
to putting some quantity of every new product, knowing 
that you could return it if it wasn't required by your 
members ? 

MR. LEGGE: Only if we have some assurance 
there is going to be a demand for it. We know from our 
experience what companies can be expected to go out and 
create a demand by securing the favour of the doctors in 


prescribing those products. 


MR, WHITE: Now, are you Similarly privilege 
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to return obsolete or slow-moving drugs to a manufacturer? 
I am not thinking of new products particularly. 

MR, LEGGE: Well, there is no standard 
policy in that respect, I don't believe, Some, yes, and 
others, no, 

MR. WHITE: The Pharmaceutical Manufacturers' 
Association indicated they are very lenient in this policy, 
taking back goods for full credit. That has not been 
your. experience? 

MR, LEGGE: Well, I would say for one thing 
with respect to us, we do not attempt at any time to send 
back opened containers. We are more likely to get them 
back for credit. I don't think any other pharmaceutical 
manufacturer will take back an open container, and that 
is one of the privileges the retailer has, 

They may take back outdated merchandise in 
the original container, but not the opened product. He 
may fill one prescription for 16 tablets out of a bottle 
of 100 and never sell the balance. Mind you, that is 
getting away from the point, I am sure, but by and large 
we have a reasonably good relationship with other manufac- 
turers with regard to slow-selling and obsolete stock, 

MR, WHITE: How do you select a generic drug 
| from your shelf if you get an order from your customer? 

If he shows the generic drug name only, and no reference 
to the manufacturer's name, you must have a method of 
deciding which of a number of manufacturers! products to 
supply. 

MR, LEGGE: Well, for one thing I would say 


we would normally supply our own brand if we happen to have 
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it. If it happens to be one we produce ourselves, 

Apart from that, there are various considera- 
tions which would determine the choice. I do not feel 
entirely qualified to answer that question, It is usually 
left to our purchasing department to issue instructions, 

L believe, on what lines are to be filled, when it is open 
for us to make the decision, but I would say that we would 
certainly ship merchandise of the manufacturer in whom we 
had confidence, 

MR. WHITE: I should think that a large 
concern like yours would automatically supply the least 
expensive drug as a moral obligation to your customer and 
the consumer, 

MR, LEGGE: That is not exactly a question, 
but I presume you expect me to answer, 

MR. WHITE: I would like you to comment on 
a ae 

MR. LEGGE: We don't necessarily feel that th 
least expensive drug is the best. 

MR. WHITE: Well then, have you got some 
drugs in your stock that are not up to the standards of 
purity or efficacy that you yourself would look for? 

MR. LEGGE: We carry some products in our 
stock because there is a demand for them, and we frankly 
have not the facilities to test all the drugs that we 
| carry in stock, 

We would feel fully satisfied in many cases 
to fill with the product of almost any manufacturer, but 
there may be some cases where our knowledge of the manufac- 


turer's quality control and so on is: notosufficient to have|--- 
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THE CHAIRMAN: You are a supplying agency, 
aren't you, Mr, Legge? You are not a laboratory or 
testing agency? 

MR, LEGGE: That is correct. 

THE CHAIRMAN: I think I should make that 
point. 

MR.WHITE: I am well aware of that, but here 
is what I am wondering about: if the purchasing department 
was telling the shipping department which drug to supply 
in the event that the manufacturer's name was not shown, 
there would be a great temptation to the purchasing depart 
ment to select that drug which has got the best discount 
so the druggist may have to pay the highest price rather 
than the lowest price, The druggist at any rate ordering 
by generic name may be expecting and hoping to get the 
lowest price product. 

MR. BRYDEN: He has the same interest in 
getting the highest price and the largest athecansy if 
you are thinking purely of his economic interest, 

MR, WHITE: Not necessarily. 

MR, BRYDEN: His economic interest would 
be to supply the most expensive drug. 

MR. WHITE: I was told by a druggist in 
London that druggists provide the least expensive generic 
drug on their shelves as a matter of professional ethics, 
put questioning in this Committee reveals this is not a 
fact, -l rather think some doctors are prescribing by 
generic name thinking they are getting the least expensive 
drug, and in point of fact, after the druggist and after 


the wholesaler exercise their discretion, he may be 
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prescribing the most expensive drug for his patient. 

I think the ethics of the thing should be 
carefully defined by the profession. 

THE CHAIRMAN: In the broad sense of this 
proposition which has been set forth by Mr. White and Mr, 
Bryden, would you have any comment? We are talking about 
the orders received by you - the trade names take care of 
themselves - but an order for something under the generic 
name would lead then to a decision by you, I think that 
is the proposition, isn't it? 

MR, LEGGE: Well, it is true, we would make 
a decision as to what we feel, I can add here, however, 
that it is not too frequently that we are asked for a 
generic name product without the manufacturer's name being 
specified. 

However, it does happen from time to time, 

I think in many cases, as suggested, there is a case that 
the retailer specifies the generic name on the assumption 
- pardon me, the physician specifies the generic name on 
the assumption the retailer will supply one of a product 
he carries in which he has full confidence, 

MR, WHITE: No, they expect the retailer 
to supply the lowest priced drug in which he has confidence|. 

MR, LEGGE: That may be in some cases, Mr, 
White, but I can assure you it is not true in all cases, . 

MR, GOULD: As a practising pharmacist, 
maybe I could add a little to this. Mr. White, I think 
we should recognize when we get a call fora product under 
the generic name we have a moral responsibility too, and 


we should get a product in which we have a reasonable 
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amount of confidence, and as far as a doctor not knowing, 


he knows the next day. 
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W/hm 4 MR, BRYDEN: On what basis do you develop 
2) confidence? It is a matter of record from the beginning 
3| Of history, and as far as I can see a lot of the existence 
4| of confidence or lack of it is based on the folklore 
5| and rumours and suspicions, I have run into them myself, 
6| @ druggist collaring me and telling me that these generic 
named drugs, you have to be awfully careful of the cheap 
Italian imports and the house may not have a proper control 
facilities; and frankly I don't know whether it does or 
does not. Furthermore, I don't think the druggist knows 
whether it does or does not and [I doubt whether he has 
been in most of the manufacturing establishments. 
furthermore he is probably not qualified to 
Judge their conteolwiacititdies simany tcase.) “Dhiis- is 


one,,Of dGhe tery ;perplexing problems in this field, «that 





so much is done on the basis of innuendo and insinuation, 

THE CHAIRMAN: Now, I don't agree with that 
at,all,. 

MR, BRYDEN: It is persistently suggested 
we can't rely on such and such a company and I would like 
to have the witness tell me the basis on which he doesn't 
yeby on 303 Has he any personal knowledge or any 
knowledge or information given to him by experts of a 
eertain plant? 

THE CHAIRMAN; Could we take that point you 
raised and let us consider it for the moment? If we were 
dealing with rubber toys -- 

MR. BRYDEN: We are not, so leave that aside, 

THE CHAIRMAN: All right, leave that aside, 


Suppose you found, with your outlook and philosophy of life 
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you would be the very first one to climb up the druggist's 
back if he supplied a drug under a generic name which 
failed to meet the requirements, 

MR. SBRYDEN:-jThateisgenot truéreir, 

THE CHAIRMAN: And you would persecute him 
and put him to the wall, 

MR. BRYDEN: I would not persecute anybody, 
and I never have and I suggest that you don't use your 
position as Chairman to violate normal rules. I have 
never persecuted anybody in my life, and I would also con- 
Sider it regrettable if a druggist whether through in- 
advertence or deliberately supplied a higher-priced drug 
than was necessary. 

THE CHAIRMAN: Within the limits of his 
knowledge that he has from his professional experience, 
and the knowledge of the drugs he is selling over his 
counter, surely he has a right to exercise as a professional 
man his discretion at a certain level, that level dependin 
on what his experience might be. In some cases it might 
be higher and some cases it might be lower, and he might 
accept or reject the product of some company or other. 
That is all I am saying. 

MR. BRYDEN: I am not questioning his THEE. 

THE CHAIRMAN: But he has a duty to the 
public. You are not suggesting he doesn't have that duty 
to the public or that he is just to supply the cheapest 
he can get. 

MR. BRYDEN; I am not suggesting he doesn't 
have a duty to the public or he doesn't have rights in the 


matter, All I am suggesting is that from listening for a 
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long time to what the evidence presented here has been and 
to the evidence and representations made in other pléeces, 
it would seem to me that most of these decisions as to 
quality are made on totally inadequate information. A 
well-proven product, --- 

MRae PRICES 4.cd.don/t: feed that.is;a.fair 
statement to make, 

THE* CHAIRMAN: .I.don't think.it..is either, 

MR, BRYDENs. Let us ask this witness then, 

THE CHAIRMAN: I don't think you should come 
t0,any, conclusions before this hearing is finished either, 

MR. BRYDEN: I will come to conclusions and 
revise them asl s€eafat, or: leave; them df d.s6e. fite 

THE CHAIRMAN: You may do that. You may 
eonduct yourself as you see fit, but to ke€p an open mind 
I. think.we have to listen to all the evidence.in. this 
matter. 

MR: ¢ BRYDEN :.o There, is, ar dlffenence,.bepween 
an open mind and a blank mind, and naturally a person with 
something in his mind comes to tentative conclusions from 
time to time . I am putting this frankly, It is clear 
enough to me that certainly there are indications to me 
and I would like to know in the case of this company on 
what they base their assessment as to the reliability of 
various suppliers, if they inspect the plants for example, 
what information do they have? Maybe there is no informa 
tion available, but I would like to hear what they have 
to say on it. 

MR, LEGGE; Well in partial answer to that 


at least I might say there are a number of plants of our 
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1| suppliers that we have never visited, I believe myself 

2| that any seller or organization in business has to earn 

3] his reputation and it is not always easy, but when you 

4 have earned a reputation and someone else has not, it is 

S|) quite logical that the person that has earned the reputation 
6] and has gained the confidence will get the business. 

I am not suggesting that the other company 
may not be producing as good a product too, but I would 
like to read you, if I may, a few paragraphs from a 
publication bearing on this particular point. Is that 
permissible? 

THE CHAIRMAN: Yes, what is the publication? 

MR’. “LEGGE: This: publication is the N.R.A.D. 
Journal of October 16, 1961 dealing with therapeutic effects 
of drug may vary’by brands. TI will read the first two 
paragraphs and [ think it will give you the point of view 
that we hold to as well. 

"Different generically identical drugs can 

produce various physiological responses in 

some+cases, *eecording’ toe an arvleie In’ she 

Journal of the American Medical Association, 

'There is a mistaken belief among many that 

the active constituent of a drug product as 

a chemical entity is the sole basis’‘for the 

pharmacological effectiveness of a pharmaceu 

tical product', wrote the authors, Gerhard 

Levy, rherm. D. purraio, N.Y:5 and’ Eire 


Nelson, Ph.D., San Francisco, 


The writers cited numerous studies indicatin 


that the choice of" dosage form and of manu- 
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facturer's brand can be 'just as important 
as the choice of the actual therapeutic 
agent’ ; 

The physiological response to a given drug 
producti»is frequently a function tof beth the 
pharmaceutical formulation of the particular 
dosage form as well as of the active in- 


gredienty they said: 
Absorption Affects Efficacy 


'In general, differences in therapeutic 
efficacy among different generically udenbdiical 
drug products ... are most frequently due-to 
differences in the ratevat: whiehsthe vactive 
ingredient or ingredients become available 
for absorption,' they said. 'This may modif 
the onset, intensity and duration of the 
desired physiological response. Furthermore 
the efficiency and the biological avail- 
ability (e.g., the completeness of absorption), 
as well as the incidence and intensity of 
side effects and toxic reactions from the 
drug, may be affected.'" 
I can go on and read the rest of that article, but if you 
would like to put it on the record, I would be glad to 
make it available to the secretary. 

MR, BRYDEN: Just a question, I realize the 
article says this is a very complicated matter and you 
cannot tell what is in a pill simply by looking at it. 


I understand all that. But you, in your position as a 
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drug wholesaler naturally have a responsibility. 

The question was, if a drug is ordered from 
you by generic name only with no reference to manufacturer 
how do you make your decision? You quite properly stated, 
as I understand it, that you want to be satisfied that 
any product you supply is a quality product. All I am 
getting at is, how do you arrive at these decisions as to 
the reliability or otherwise of various products that you 
may have in your stock, or that you may consider putting 
in stock? 

MR. LEGGE: Knowledge of the manufacturer, 
Such as it may be, is one important criterion. If we know 
that the employer through his years in business and throug 
his reputation has been producing products that have been 
thoroughly clinically tested in their dosage form and the 
method in which the active ingredient is produced, and hav 
been proven trustworthy, then we are more likely to select 
the product of that manufacturer than a product of a 
manufacturer who has not such a background, 

MR, BRYDEN: Could you tell me how a man 
could get started in this field then? He can't have any 
experience at all in the past. He is an unknown, his 
product is unknown and if nobody is prepared to rely on 
it or to take steps to find out if it is reliable, how doe 
he get started? 

THE CHAIRMAN: He would probably get started 
in the same way as an embryo politician. 

MR, BRYDEN: That is a facetious remark. 

THE CHAIRMAN: It is not a facetious remark 


at all. I will give you an example. I drive an automobil 
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but I don't have any facilities for testing gasoline and 

I come to my conclusion as to what grade and brand of 
gasoline and oil I am going to use through experience, and 
when I find one that I rely on, I stay with it. 

MR, BRYDEN: But you are not prescribing 
medicines for human beings. 

THE CHAIRMAN: All the more reason for them 
Staying with the one where the experience is sound. 

MR. BRYDEN: Then you suggest that a man 
would never be able to get started, 

THE CHAIRMAN: I am not suggesting that at 
all, I didn't say that, Mr, Bryden and I want to make it 
clear to you. 

MR, BRYDEN: That is a conclusion that would 
be drawn from what you said. 

THE CHAIRMAN: You may draw it, but I am 
sure nobody else would. 

MR "WHITE:”)PRhis théeerigthe is-very’nices 
but’ in point of fact 1f the shipper takes directions from 
the purchasing department, is it true when you are given 
a choice to supply brand A or brand B, you supply the 
one that you have in greater abundance in your stock or 
where you are enjoying a somewhat better margin of profit. 
That is the way it works, isn't it? 

MR. LEGGE: I would say other things being 
equal, yes, but not if other things are not equal. 

MR, WHITE: If you think the product is 
wrong, you don't supply that product. If two products 
have similar quality, then you will supply the one that 


you have in greater abundance on which there is a better 
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margin of profit. 
y. MR. LEGGE: I think that is a reasonable 
3} conclusion to draw, 
4 MR, GOULD: I think, Mr. white has something 
5| that he is worried about here that we might control the 
6| distribution on these products either by generic or by 
7| trade name, Actually we have no control whatsoever. 
8 Mr. White, it could work out that way, 
9| maybe, from some of the evidence that has been given this 
10|| afternoon, but what happens is this: [In the majority of 
11|| cases you order something by a generic name from us. Now, 
12|| I am not trying to explain to you that I know more about 
13|| this than Mr. Legge. I don't, but being at both ends of 
14|| the business, I have a pretty fair idea of how it operates 
15|| We order it by its generic name. The custom has been 
16|| when these trade names come out, they are quite often 
17|| ordered by generic name and we have only one. Then another 
18|| one comes on the market with a trade name and custom has 
19|| been that we send the original to the average druggist 
20\| and, Mr. Bryden, believe me, this happens every day The 
pharmacist who wants the lower price, he orders by, the 
generic name and orders it generically, then we send the 
lowest priced item we have in our stock, 

MR, WHITE: I want to be very clear on this 
point. What do you mean, he orders it by generic name 
and he orders generically? 

MR, GOULD: He writes it up. You mentioned 
one, Meprobamate., He puts "seneric" and we know he wants 
the lowest we have in stock, If he doesn't get that today 


ne will send it back, and he won't keep it if he doesn't 
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1| want it. we know at the retail level what we want, and 

2| we have to be guided by the physician, Whatever he wants, 

3|| we have for him, 

4 MR, WHITE: Are you telling us that if a 

5|| doctor prescribes by a generic name and puts the word 

6| "generic" on it, that the pharmacist is obliged to dis- 

7\|| pense the lowest priced article? 

8 MR, GOULD: Not necessarily. He will pres- 
cripe the “lew price, shali*we-say’that?* He@*wili* prescribe 
lower than trade name, 

MR, WHITE'S” "He mayor he may~ not? 
MR ,.* GOULD?” I think” you=wild find’ in tne 
majority of cases, ne -wlil. 
MR, WHITE: Are you saying also that Drug 
Trading, if an order called for a generic drug, that they 
would supply the lowest priced drugs? 
MR, GOULD: If he writes "generic" on his 
order, yes’. 
MR, WHITE: But he has to show the word 
"reneric"? 
MR, GOULD: © yes, and IT’ will’tell’ you why, 
Mr. White, The cases are about 50-50. If he orders 
phenobarbital, they are usually ordered generically anyway 
but there is the odd one who wants a certain manufacturer 
because he has more confidence in Frosst, or he has more 
confidence in Ayerst, or he has more confidence in Parke 

Davis, and so on, but we find it he orders "Meprobamate", 
he possibly wants Wyeth, but he doesn't put it down and 
we send him a low priced one. Then he sends it back the 


next day and orders it from us, and one way or the other, 
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Mr. White, eventually he gets exactly what he wants and 
2) we exercise no authority over him whatsoever and do not 
3|| attempt to, 

4 MR. aWHITs: tAlloright; 

5 THE CHAIRMAN: Mr. Legge, having in mind 
6] the hour, I don't want to interrupt this interesting 

7| €xamination, but I do have to observe the hour and 

gi, convenience, of.all.cencerned, 

We are rapidly coming to a close of these 
hearings and tomorrow Dr. Dymond, the Minister of Health, 
1s going to appear and give us some information with 
respect to his department's purchasing experience, and the 
only time that we can arrange to have Dr. Dymond here with 
his other commitments is at 9:30 in the morning. It would 
follow that we should then meet at 9:30 in the morning, 
if the Committee agrees with that, so that we might hear 
from Dr. Dymond. 

Then we will continue and will conclude the 
evidence of your company, Mr. Legge, and we will run into 
some further complications tomorrow. As I said on Monday, 
my problems are not your problems and nothing that affects 
me should interrupt the proceedings of the Committee, 

But I do have one question which I would 
like to put to Mr. Gould, if I might, having in mind the 
fact that I may not be here after ten o'clock in the 
morning. 

The question is very short, dealing with a 
subject entirely different from that which we have been 


considering. 


Mr. Gould, we are concerned with some of the 
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Substance of your brief that is directed to the operation 
of retail druggists. You have pointed out some of the 
factors which led to expense items, 

As against the operation of what we have 
come to know as the local or neighbourhood retail drug 
store involving a delivery service and that sort of thing, 
we have had evidence before us about discount houses with 
a drug department and other type of operations which may 
or may not involve the supplying or may or may not be 
accompanied by these same services. 

The result would appear to be a substantial 
or a majorrdifference incthe pricerwhich«ts ‘charged to 
the actual consumer or John Q. Public, and I wondered, Mr. 
Gould, if you would have any observations based on your 
experience in this business and anyobservations of the 
retail drug industry, as to the ultimate result of the 
impact of the so-called discount house on the neighbourhoo 


drug stores. Would you.care to speak to that briefly? 
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MR. GOULD: Well, it is pretty hard at this 
early date to just assess what the effect might be on the 
average pharmacist operating a pharmacy, shall we say, 
with the assistance of another pharmacist and possibly a 
couple of ladies to help him in the front store, That is 
what we call an average pharmacy today and it is hard to 
Say what the ultimate effect will be. The effect up to 
now, to the best of my knowledge, has not been very severe, 
I think one of the reasons for that is that this is a 
service that we are rendering in the minds of the public 
who have the last say in everything, In their minds these 
are necessary services and, therefore, they look to us to 
supply these services and supply their pharmaceutical 
needs, 

Now, mind, there is not a great deal of 
difflierencér invoursoperation® but I think most of them are 
not open until 10 o'clock in the morning and, like the 
surgeon who operated on me in the St. Joseph's Hospital 
one time who was complaining about some of the younger 
men not wanting to give the services that the older men 
had been giving, he said that you could not expect people 
to get sick during office hours, I do not think you can 
expect people to get sick between 9 in the morning and 9 
in the evening. On the other hand, we are on call and 
you will not find too much trouble getting a pharmacist 
if you want one. We have found by experiment in order to 
satisfy the demands of the public and keep up business 
you find it necessary to accommodate them with the 
reasonable amount of delivery when they need it. We do pic 


up. and deliver a surprising number of prescriptions, we 
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pick them up and deliver them and that is a service they 
demand, This is something we did not put in, they demande 
it and they like it, We are often kept working an hour or 
an hour-and-a-half overtime at night which no one objects 
to. These are services that the public have got to know 
and they like it and they appreciate it. Now, by cutting 
out these services, some of these organizations feel they 
can effect certain savings and no doubt they can. 

THE CHAIRMAN: What would be the effect on 
drug prices and we are talking about the consumer now, 
the man who has just been to the doctor and has received 
a prescription, the actual family end of the deal, what 
is the effect of the prices to him of the discount stores 
as against the neighbourhood drugstore? 

MR. GOULD: It would be a hard question to 
answer, Mr, Chairman, I believe they are attempting to 
operate, and I use that word "attempting’ advisedly, they 
are attempting to operate on a 5 to 7% or 8% lower mark-up 
than we have on the overall picture, 

THE CHAIRMAN: Can you: see these discount 
houses as a permanent operation which would displace the 
retail drugstore as we know it today? 

MR, GOULD: I doubt very much if they are 
all displaced. We have to be realistic and possibly 
expect that some of us will be displaced because as time 
goes on we must find ways and means of meeting all types 
of competition and if that happens those better equipped 
to meet it and meet it the earliest, prices go down a 
little; location enters into it, a fellow with a poor 


location begins to lose out sooner than a fellow with a 
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; ANGUS, STONEHOUSE & CO. LTD. 
We have to meet this possibility and we 
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good location, 
are doing that, the trade as a whole and it means that 
you have to have a greater volume and a smaller store 


We have been through this in 


always suffers in the battle, 
THE CHAIRMAN: 


the grocery trade but is it too much to ask of you to 
express an opinion as to what you think will happen in 
a period of, say, five or ten years in the relationship 


between the so-called discount house and the neighbourhood 


That is a pretty broad question. 


drugstore? 
MR. GOULD: 
I only ask it of someone who 


THE CHAIRMAN: 


has been in the business a long time, 
I will answer it this way - you 


MR. GOULD: 


want my opinion? 
THE CHAIRMAN: Yes, 
As a person who has’ been at it 


MR. GOULD: 
a long time and met a lot of pharmacists in the course of 


a six-month period, my assessment of the situation is the 


larger of us will grow larger and exist and the smaller of 


us will grow smaller and eventually disappear, 
That is a rather interesting 


THE CHAIRMAN: 
Now, can you go one step further and would 


observation, 
you care to comment om price levels as between the two 
types of operation? Do you think the discount stores will 
always maintain this differential that they advertise? 
MR, GOULD: With the manner in which this 
competition is developing, I doubt it, but In the not too 
distant future, possibly they will have to go up a little 


because the competition is getting very keen, much keener 
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here I think than almost any other place because we 
happen to be the metropolitan area and something else 
enters into the picture here in that there is nowhere in 
the world that I know of where the retail Lndustry ot ‘4 
nation is dominated as much by one organization as it is 
in the Dominion of Canada. He is a very, very stiff compe- 
titor and an efficient operator and he has entered into 
this field and this competition is going to be very keen, 
I think possibly it will level off somewhere; maybe a 
little higher than where it is today and a little lower 
than where it has been, 

THE CHAIRMAN: That is very interesting, 
thank you very much, I am sorry to have called on you, 
Mr, Gould, because you did not know we were going to ask 
these questions, On the basis which I set out a few 
minutes earlier, we will proceed with the conclusion of 
Mr. Legge's examination tomorrow morning after we have 


heard from Dr, Dymond, We will adjourn now, 


--- Whereupon the hearing adjourned until 9.30 a.m.; 


Thursday, November 16th, 1961. 
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